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SUMMARY

Since the war regional development policies have placed a great
deal of emphasis on stimulating employment creation in the less
pfosperous areas of the UK by encouraging manufacturing firms to
locate their new investment within such regions. Empirical studies
have generally sought to identify either the employment and
investment impact of government regional policy or the reasons why
firms have moved production from the non-assisted into the Assisted
Areas. Little attention has been given to the factors influencing
the choice of location once a firm has decided to invest in a

particular assisted region.

Since location considerations frequently operate cnly at a
particular geographical scale there is no certainty that the
reasons for a firm's choosing a specific location coincide with
those which brouzght it to the region as a whole. This study,
unlike previcus empirical work in the UK, concenirates on the
factors determining a firm's choice of site within a specific
Assisted Area. The analysis concentrates upon Scoiland because
it has been a large recipient of incoming industry during the
1945-70 pericd, and is sufficiently large, in both employment and
spatial terms, to be able to offer & wide choice of potential

sites.

During the course of this period a number of distinct trends have
become apparent in the regional distriosution of incoming industry
within Scotland. Until about 1960 nearly three~quarters of the
mobile jobs went to the West ol Scotland, but tnereafter that
region's dominance declined noticeably as industry moved into

other parts of the country. The counties of Fife, West Lothian

and Stirling proved particularly successful in obtaining new
industry during the 1960s, althougn Lenarksaire continued to attrzet

more new employment than any other area.



A number of hypotheses are generated to try and explain the
changing distribution pattern of new immigrant industry.
Traditional location theory with its emphasis on transport costs
and profit maximisation is considered to be of limited analytical
value. Consequently the hypotheses tested in this study assume
satigficing rather than maximising behaviour. Nevertheless
location decisions are constrained by economic considerations so
that a manufacturer will only locate within those areas where
production is expected to be profitable. However, once the
general area of search for a new gite is identified an
industrialist faced by uncertainties over future cost and market
trends, possessing partial and imperfect knowledge and information,
and under pressure to start production in the new plant as soon as
possible, is ;ikely to select the first suitable lcocation. It is
extremely unlikely that this will also be the place where profits
can, in theory, be maximised. In practice, given all the
uncertainties, it is doubtful if such a location can actuslly be
identified. Consequently personal preferences and aspirations

are likely to figure in the final choice of gite.

This study, using multiple regression analysis, provides support
for the hypothesis that the cost of factor inputs determines the
general but not necessarily the specific location selected by
immigrant industry. Although the availability of labour and
factory space are significant factors in every period, the perceived
image of an area, by affecting a decision maker's psychic income,
can also influence tne location of new manufacturing plants within
an Assisted Area such as Scotland. Personal considerations appear
to have become increasingly iwmportant over time and a number of
reasons for this trend are suggested. As spatial cost differences
decline and coupeting areas begin to provide comparable facilities,
80 industiry is able to choose from a wider range of potentially
profitable locations. Changes in the spatial cost structure of
factor inpuis have allowed psychic cost considerations to assume a

growing prominence for incoming industry.

Such trends help to explain the changing distribution of new
industry within Scotland during the course of the posti-war periocd.
The pronounced cost advantage formerly enjoyed by Clydeside and

Dundee as a result of itheir labour reserves znd factory space,



much of it government owned or built, was steadily reduced. Labour
became more generally av=zilable as unemployment rose in the 1960s,
government financial assistance was extended to most of the country,
and both new industrial sites and factories were widely developed
within Scotland. Areas such as Glasgow, with high psychic costs,
began to experience competitive difficulties in their efforts to
attract new industiry, unless they possessed sufficient offsetting
economic advantages. Incoming firms moved into different parts

of Scotland and away from many of the traditional manufacturing

areas which they had previously preferred on account of their

lower production costs.
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CHAPTER 1

MOBILE INDUSTRY AND REGIONAL POLICY

1.1 THE IILPORTANCE OF MOBILE INDUSTRY

Regional development policies have been actively pursued and
developed in the United Kingdom since the war, following their
introduction in the 1930s in response to the mass unemployment
concentrated in the older industrial areas such as Ccntral
Scotland, Northern England and South Wales. A persistent
component of this policy has been the encocuragement to private
manufacturing firms to move either all or part of their
production away from those areas where supplies of labour and
other factor inputs are in relatively short supply to those where

they are relatively abundant (Cameron and Clark, 1966).

Central government intervention was initially undertaken for
social welfare snd politicsl reasons, but the rationale
subseguently extended to embrace economic motives (McCrone,
1969; Sant, 1975). The presence of high unenployment rates with
their associlated provlems of low per capita incomes and high
out-migration generate strong political pressure on central
government to take action in order to avoid the opposition
parties' benefitiing from any protest vote. Regional policy

has sought to alleviate welfare problems of poverty and
deprivation by inceme generation througn employment creation and
by spatially redistributing income it embraces the concept of

social Justice,



The shift of emphasis towards an economic rather than social
welfare or political justification for policy began in the early
1960s with the Toothill Report (1961), which was followed by the
1963 White Papers concerned with progrsmmes for development and
growth in Central Scotland and North Easl England. All these
documents emphasised the need to promote more rapid regional
growth by encouraging development in the economically most

favourable areas rather than in those witn the greatest problems.

In the mid-1960s the economic case was greatly strengthened with
the argument tnat regional policy could contribute to the growth
of national output and the raising of efficiency since high
unemployment and low activity rates are indicative of under-
utilised resources. The addition of exira capitael inputs in the
prosperous areas to fixed labour inputs,; assuming full employment,
will yield diminishing marginal physical output, whereas similar
capital inputs elsewhere will bring additional labour inputs into
use, so that marginal physical output will increase. Consequenily
there will be a net benefit in output terms to the country
(Cameron and Clark, 1966).

It has been estimated that if {the unemployment rates in the less
prosperous regions of the UK could be brought into line with those
in the prospercus south there could be a rise of perhavs 2% or 3%
in the national labour force (WNEDC, 1%63). By utilicing spare
resources in this way the cost of government intervention can be
outwelighed by lower public expenditure on unemployment and welfare
benefits and gains to revenue in the form of higher income and
Corporation tax (Needleman, 1968). In fact, Moore and Rhodes
(1973b) have attempted to quantify these Exchequer flows on an
annual basis between 1963 and 1970. They estimate that the
increase in the budget deficit was bnly about £60 million, which
has "minimal monetary implicaiion". They further estimate that
the gain to output as a result of regional policy betwesen 1963 and
1970 was about £500 million per annum by 1970, which is double the
non-recoverable Exchequer costs of about £250 million in the same

year.

Regional policy is 2lso justified on the grounds that it cen reduce

cost inflation by spreadias the demand for labour more evenly



throughout the country, thereby maintaining national output
expansion for a longer period than would otherwise Dbe possible.

The alternative is excessive cost pressure on resources, especially
of labour, in the prosperous regions if national demand is to be
increased sufficiently to enable resources tc be fully employed
elsewnere in the country. Consequently the government is

compelled to instigate a deflationary policy before the spare
resources in the less prosperous areas are utilised, resulting in

a potential loss of ourput and income (Cameron and Clark, 1966;
McCrone, 1969).

Once the decision to implement a regionsal policy is taken, the
government is faced with finding the most effective method of
intervening and this depends on both policy objectives and the
nature of the.problem. In the UK the main priority has been to
reduce unemployment (McCrone, 1969) and this gives rise to

basically two policy options. Ejther employment opportunities can
be expanded in the less prosperous areas ("work to the workers™)

or people in these areas can be encouraged to seek work in the more
prosperous regions (“workers to the work"). Priority has been given
in the UK to the first of these options, although they are not

mutually exclusive,

This reflects the view that extensive and persistent ocut-migration
hazs a number of undesirable spill-over effects and mazy be self
defeating. ligration tends to be selective of the young and
skilled, thereby draining the less prosperous areas of many of
their most enterprising and ambitious people upon whom hopes of
economic recovery are likely to be heavily dependent (Needleman,
1968). 1t also decreases aggregate demand in the exporting
regions both directly and indirectly via ithe income multiplier,
thereby worsening the operating environment of firms dependent on
the local market. In addition, by moving into areas of full
employment such migrants add to inflationary pressures at least in
the early years by adding to the demand not only for local goocds
and services but also for sociel capital expeaditure (MNeedleman,
1968).

Consequently policy has sought to stimulate employment creation

within the less presperous areas. During tne study period of



1945-1970 this was attemptéd largely by seeking to redistribute
gnployment opportunities within the United Kingdom by diverting to
such areas external growth generated in the more prosperous regions.
In this way they stood to benefit from the new employment created
and tne diversification of their industriezl structure (Cameron and

Clark, 1966).

Firms can move their manufacturing activities to regions of low
labour demand in a number of ways. They can either close a
factory in one area and transfer production to a new location, or
open a new branch plant, or shift additional production to a plant
already established in one of the less prosperous regions.
Basically two methods have been used to encourage firms to under-
take such moves., Negative controls, in the form of Industrial
Development Certificates (IDCs)1, are designed to prevent firms
building new factories in labour deficit areas, while positive
encouragement is provided by giving financial incentives to firms

moving to the less prosperous or assisted areas {lMicCrone, 1969).

Thig policy of encouraging the movement of manufacturing plants
into areas such as Scotland from elsewhere has achieved a reasonable
degree of success (Howard, 1968). 1In Scotland, for example, by
1970 incoming manufacturing firms provided about 115,000 jobs,
which was equivalent to 1635 of Scottish manufacturing employment.
This has helped to create new job opportunities to offset those
lost by the contraction of established industry, although a
deficiency of employment still persists. Howard (1968) provides
some indication of tne scale of the problem. He shows that by
1966, although about 50,000 jobs had been provided in Scotland by
outside industry which had come since 1951, this only counter-
balanced a net loss of 51,000 manufacturing jobs ia established

industry over the same period.

1 These were required before new factory premises could be built
for manufacturing purrvoses. The minimum size above which an
IDC was reguired varied in the study period from 1,000 to
10,000 sq ft, depending on the areas concerned and the
govermient policy at tne time.



The importance of mobile industry to regionel policy has been
considered by a number of studies. Brown (1972), for example,
estimates that about 40% of the jobs attributable to policy were
provided by firms moving into the development areas. This, however,
contrasts with the conclusion reached by Moore and Rhodes (1974)
that nearly three-quarters of the jobs in Scotland generated by
regional policy were provided by new immigrant industry, rather

than in long established firms.

Al though policy has recently begun to place greater emphasis on
stimulating internally generated growth in the Assisted Areas it
seems likely that efforts to attract mobile industry will remain
important elements of policy. Consequently studies of such

industry are of interest and relevance to regional policy.

1.2 TYPES OF MOBILE TINDUSTRY

When considering mobile industry it is possible to identify two
main types which Keeble (1971) has discussed in terms of a dual
population hypothesis because of their differences in destinations,
establishment characteristics, and the reasons for their choice of
location. Beth types of mobile industry have been utilised to

pursue physical and regionzl planning objectives.

Keeble (1971) distinguishes between long distance movement to the
peripheral area52 from the prosperous centres of the South East
and West Midlands of England, and relatively short distance moves
from congested metropolitan aréas to overspill towns in the
surrounding region. Establishments moving to the peripheral areas

tend to be larger, with an over-representation of plants in the

2 These correspond approximately to the Develovment Areas as
they were defined in 1970 and ccuprise the standard regions
of Scotland, Wales, Northern Englend, North West England
and South West England. '



electrical engineering, textile and clothing industries, and they
comprise relatively more branch plants but fewer transfers than

snort distance overspill moves,

The actual reasons for undertaking a move are similar in both
groups, with outpul expansion being the dominant motive. This
puts pressure on local resources such as labour, land and factory
space. If these become obtainable only at a prohibitive cost or
are rendered unavailable by central or local government policy in
the form of the refusal of an IDC or planning permission, then
output growth can only be undertaken by moving to a new location
(Cameron and Clark, 1966; Keeble, 1968; ILAG, 1973).

Once the decision to move is taken, empirical studies suggest

thaf diff'erent sets of locational factors operate on the two lypes
of movement. Establishments locating only short distances from
metropolitan areas seek to minimise the distance moved because
proximity to the metropolis is of overriding importance to retain
access to markets, inputs, skilled labour, information or for
personal considerations (SE Study, 1971). By undertaking such
moves establishments may harmonise with physical planning policies
designed to overspill population and industry from the central city

to the surrounding reception areas (Henderson, 1974).

From the point of view of regional policy, the decision to under-
take a long distance move to an Assisted Area is of greater interest
and a number of interview studies and statistical analyses have
examined the reasons for moving and for selecting a peripheral area
location. Howard (1968) produced much of the basic data on inter-
regionsl industrial movement and this has provided the basis for a
number of subsequent studies. The Department of Industry undertook
a large scale inquiry in which they questioned all firams who opened
a new manufacturing plant in the 1964-67 period in an area where
they had noi manufactured previously. The Inquiry intc Location
Attitudes Group survey, 1973 (ILAG) covered new plants in all
regions including both Assisted Areas and non-agsisted areas. It
souznt to determine a firm's reasonsg for opening a plant in a new
location, the factors determining its choice of new location and
its experience in tne new location. This has been the most

comprehensive interview study and was preceded by more 1limited



studies. Keeble (1968) interviewed manufacturing firms which moved
to the peripneral areas from North West London and Cameron and Clarx
(1966) undertcok a detailed analysis of those moving from non-
assisted aress in a different region during the period 1958-63.

A slightly different approach was adopted by Cameron and Reid
(1966), who investigzted firms which rejected a location in Scotland
in favour of one in another Assisted Area. This study explicitly
sougnt to identify the perceived locational disadvantages of a
particular area instead of relying on determining this by
implication from replies given to questions seeking positive

reasons for the choice of location.

Statistical analyses formulating their hypotheses largely on the
basis of micro-level interview gtudies have tended to provide
complementary findings and suggest that the main reasons for
inter-regional movement have been satisfactorily identified.
Keeble (1972) studied industrial movement from the Vest Midlands

and South Ezst of Fngland to the peripneral aress and correlated

the volume of movement with both the avallability of labour and

&)

the distance of the reception area from the origin region. Sant
(1975) analysis coversd movement between all British sub-regions
and considered the influence of a lerge numver of variables, which
enabled him to ldentif'y the main factors influencing the volume of

movement from and to sub-regions.

1.3 THE OBJECTYIVES OF THI 3TUDY

1.3.1 The Relevance of Different Svatizl Scales

In considering the reasons why firms choose to locate a new plant
in a particuler area it is necessary to distinguish between those
factors which are important at one spatial scale but not zunother
(Gresnaut, 1359). Hagzett (1965) has pointed out that the
explanatory variables responsicle for a particular jeosraspaical
disfribution may vary accordin: to tne spatial scale upon which
the snolysis is btesed. He quotes llcCarty (.cCarty, Hook and XKmos,
1956) in support of tuis view: "In zeozraphic investigation 1t is

argarent tost conclucilong derived ifrom studies mode at onc scale



should not be expected to apply to problems whose data are
expressed at other scales. Every change in scale will bring about
the statement of a new problem, and there is no basis for assuming

that sssoclates existing at one scale will also exist at another.”

A hierarchy of spatial scales can be identified, ranging from the
international level, such as when an American company decides in
which Buropean couniry to locate (Forsyth, 1972), to the inter-
regional level, where the decision relates to the choice of a
particular region within one country (ILAG, 1973), to the intra-
regional scale, where alternative locations within the chosen
region are compared (Keeble and Hauser, 1972), to the smallest
gscale of the intra-urban level, where alternative sites in a
particular town are considered. As Haggett (1965) expresses it,
Yeach eiplanafion nests within the other and operates within the

general restraints setl by the next highest factor".

There may be a single overriding factor which dominates at every
spatial scale or different reasons may operate at each. Interview
studies often fail to clarify which scale 1s being referred to and
therefore aanswers may be ambiguous since firms are not asked to
rationalise their choice in this explicit way. The availability
of government incentives, for example, may explain the reasons for
chooging an Assisted Area, but not why one particular area was
preferred to anotner. Similarly, labour aveilability may account
for the choice of the Scottish Assisted Area, but it does not
necessarily explain why one part of Scotland is selected instead

of another, unless the firm moves to the largest labour market.

The role of different factors in operation at different scales can
be illustrated by reference to American firms which have set up
manufacturing plants in Scotland. Forsyth (1972) showed that
demand factors such as access to the UK or European markets were
the main reason for a location in the UK, but cost rsducing factcrs
such as government incentives were responsible for tne preference
for an Assisted Area. Scotland was favoured amongst such areas
mainly for its lavour supoly and local market growtn. The choice
of location within Scotland was not examined in any deteil, so it
is not posgible ﬁo see wnether gimilar reasons also operated at

this geopraphical scale.



The empirical studies explain in general terms why one pzrticular
rezion or sub-rezion has been preferred to another, but they are
less concerned with the reasons for the intra-regional choice of
location. There have been no detailed studies to examine why thcse
establishments didentified in the dual population hypothesis as
moving long distances from the non-assisted areas to the peripheral
regions located in one part of the chosen region rather than
another, although this is of interest to regional planners and
regional development agencies in the Assisted Areas. Although
extensive attention has been devoted to the inter—fegional choice
of location, analysesg of intra-~regicnal locations have tended to
concentrate on the decisions of establishments moving within the
same region (Keeble and Hauser, 1971; Henderson, 1974) and to

ignore those made by plants moving into a region from elsewnere.

This study seeks to make a contribution to remedying this situation
by examining tne locations chosen by those plants which came to
Scotland in tne post-war period between 1945 and 197C. It
discusses cnenges in the destinations gelected within Scotland and
examines possible reasons to explain why areas have varied in their
attraction for incoming industry. The findings suggest possible
policy optious for trying to improve the quality of an area's
resources in order to improve its ability to attract mobile
industry witnin the context of an increasingly competitive

environment.

1.3.2 The Reasors for Concentrating on Scottish Locations

The analysis of the intra-regional location preferences of immigrant
industry concentrates on Scotland for a number of reasons. The
country has been a relatively large recipient of inter-rezional
mobile industry and Howard (1968) has shown that between 1945 and
1965 3cctland obtained about 227 of all the establishmeats and
employaant that moved to the periphersl areas, beinsg second only to
the North West region of Zngland in the number of jors provided by
incoming inzustry. In addition, Scotland attracted more plants with
a foreign origin than any cther region, gaining 58 of the caoployment

created ia the peripheral areas,
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Scotland is also large enough bota in employment and in spatial
terms to offer a wide range of potential locations as befits a
place with about 257 of the insured employees and about 5 % of the
land surface of the peripheral areas. Lt can offer sites ranging
from densely populated metropolitan cenires to remote rural areas
and contains examples of all the main types of economic and sgocial
problen regions: a fact which has been recognised by the continuous
designation of Clydeside, which is the most persistent of these,

as an Assisted Area throughout the study period and by the steady
increase in the size of the area eligible for government incentives.
Scotland encompasses wide variations in the characteristics of its
factor inputs and in the quality of 1its resources both spatially
and temporally. This is reflected in the relative economic
performances of its sub-regions and in their varying ability

to attract mobile industry during the course of the post-war
period. This is illustrated by Table 1.1, in which the

temporal znd structural variations displayed by incoming industry

are snown.

The temporal movexnent pattern reflects that of the peripheral areas
as a wnole, namely a post-war peak succeeded by a reduced inflow in
the 1950s and a revivel in the 1960s (Howard, 1968; 3ant, 1975).
These fluctuations have been snown to coincide with tae vigour
with which centrzl government pursues regional poliey, since an
active policy diverts a larger snare of mobile industry to the

eas (Rhodes an

Assisted &

U
]

d woore, 1975; 3ant, 1975). The study
concentrates on the period vrior fto the development of Norta Sea
0oil, wnich hes introduced a new component into the factors
encouraging inward invesiaoeant. .lany of the oil related rojects
are very large and, as in the case of oil platform producers, have
specilic site requirements. Conseqiently they will complicate any
attenpt to identify general location factors operating to attract

firms to, or repel them from, specific areas.

Immlzrant industry, in terms of both establisnments and eaployument,
ig dominazed ty taree sectors: mechanical engineering (3IC 7);
instruzent/electricszl eagineering (3IC 3/9); and clotaing {(JIC 13).
These indusiries provided between nalf and turee-guarters of
inceming emmiocyaent in each tericd (Teble 1.1).  The nroainence

of tne enginecering ccctor can be explained in terms of the
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TABLE 1.1 INDUSTRIAL STRUCTURE OF INHMIGRAMT ESTABLISHMENTS MOVIKG INTQ SCOTLAND
1945-51 1952-59
! dMlax Emp tnd Period e llax Emp Znd Period
Industry Bstabs (000) Emp  (000) Bstabs (000) Emp (0CO)
No % No % No % No % No % No %
il
Food, drink | 12| 8.3 2.2| 3.5) 0.6] 24| 8] 10.6| 4.5/ 15.0| 2.6 | 18.4
Chewiceals 8 5.6 1.7 2.8 11,5 5.9 5 6.7 1.3 4.4 0.5 3.5
Metal manuf 3 2.1 0.2 0.3 0.2 0.8 2 2.7 0.1 0.3 0.1 0.7
llech Eng 18 12.5117.8 28,2 7.3 29.0 9 12.0 T.4 24.8 3.0 21.3
Instr Eng 11 7.6 11,1 17.6 3.2 12.7 2 2.7 1.0 3.3 0.1 C.7
Elec Eng 20 13.9|13.6 21.6 2.9 11.5 11 14.6 6.0 20.1 2.9 20.6
Venicles 3 2.1 3.0 4.8 1.2 4.8 2 2.7 0.9 3.0 C.4 2.8
Mletals nes 15 10.4 2.5 3.9 1.6 6.3 7 9.3 1.5 5.0 0.5 3.5
Textiles 22 15.3 4.3 6.8 2.8 11.1 6 8.G 0.8 2.7 0.6 4.3
Leather and - :
clotning 16 11.1 4.1 6.5 2.8 11.1 6 8.0 2.7 9.0 1.8 12.8
Bricks etc 6 4.2 1.0 1.5 0.5 2.0 6 8.0 1.5 5.0 0.4 2.9
Timber
furniture 5 3.4 0.5 c.9 0.3 1.2 1 1.3 0.2 0.7 0.1 0.7
Paper, prin- ~
ting eto 2 1.4 0.8 1.2 0.2 0.8 5 6.7 0.9 3.0 0.6 4.3
Other manuf 3 2.1 0.2 C.4 0.1 0.4 5 6.7 1.1 3.7 0.5 3.5
Total 144 {100.0 | 63.0 | 10C.0 | 25.2 | 100.C 75 [100.0 [ 29.9 | 100.0 | 14,1 { 1C0.0
1
1960-65 1966-~70
- Ifax Emp End Period - Max Emp End Feriod
Industry Estabs (000) Zmp  (000) Estabs (000) Emp  (GSO
No A No % No 7 No 7, No a4 No %
F i
00d, drink 8| 5.9 2.4} 6.0 2.1 46| 9| 5.3] 05| 2.0] 0.3 1.6
|
Chemicals 7 5.2 1.3 3.3 0.7 2.9 5 4.7 0.2 0.8 0.2 1.0t
lfetal manuf 4| 3.0 0.2 0.5 0.1 0.4 3 1.8 1.1 4.5 1.1 5.6
mech Eng 22 | 16.3 4.1 10.3 2.4 10,1 19 11.2 1.1 4.5 0.9 4.7
Instr Eng 3 2.2 1.6 4.0 1.5 6.3 6 3.5 1.8 7.4 1.6 8.4
Elec Eag L 141 10,4 5.2 | 23.1 0 4.5 18.8 | 31| 18.2 | 8.0 | 32.8 | 6.7 i35.3
Vehicles i 10 P 7.4 2.8 22.1 7.5 31.4 2 1.2 0.1 0.4 0.1 ; 0.5
Xetzls nes 113 9.6 1.5 3.8 G.3 3.4 13 7.6 1.4 5.7 1.0 5.3
Textiles 4 3.0 1.5 3.8 i 0.6 2.5 10 5.9 0.8 3.3 0.5 E 2.6
Leather and - I -
clotning 27 20.0 6.0 15.1 f 2.9 .12.1 36 21.2 6.0 24.6 4.1 E 2l.5
Bricks etc 81 5.9 1.2 3.0 } 0.8 3.4 10 5.9 0.6 2.5 0.4 j 2.1
Timber - .
furniture 1.5 0.1 0.2 | 0.1} 0.4 11 4.1 ] 0.6 2.5 | 0.4 } 2.1
Paper, prin- a -
tinz elc 3 2.2 0.4 1.0 0.2 0.3 6 3.5 1.3 5.3 1.1 3 5.
Other masnf | 1C | 7.4 1.5 3.8 0.7 2.9 ] 10 5.9 G.9 3.7 0.6 3.2
Toteal 135 ;lG0.0 139.8 1CG.0 |23.9 [ 100.0 {170 {100.0 {24.4 |100.C |15.0 ]102.6‘
Key
Eglabs - Juaber of iumisrant establisaments starting producticn in the period
dax Zmp -~ Uaxinum employment at ony time provided oy lmmigrants starting in tae period

- Zmployment provided at tne end of %the period in which producticn startes
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relationship between employment and/or output growth with mobility
(Cameron and Clark, 1966; Howard, 1968). Howard (1968) showed that
the mechanical and instrument/elecirical engineering industries
undertook the largest employment expansion of any industry groups

in the UK between 1953 and 1966.

Cameron and Clark (1966) suggest that an additional reason for
their prominence was that engineering firms were "most likely to be
persuaded of the merits of Assisted Area development and most
willing to establish new producing units separate from existing
non-assisted plants". They attribute a readiness to consider an
Assisted Area location to four main factors. Firstly, transport
costs are only a small proportion of total costs; secondly, labour
ig more readily available than in the area sround the main plant;
thirdly, labour costs are likely to be lower, not so much because
of lower basic rates, but as a result of a time lag before wages
in the branch plant follow increases at the parent establishment;
finally, additional management costs arising from a new and
separate production unit distant from the main factory were not
considered to be excessive, especially in the case of larger, more

self-~contained units.

In the case of the clothing and footwear plants (as there was only
one of the latter this group will be referred to simply as the
clothing industry in future references) a different explanation has
to be sought because this was a contracting industry, in that
employment declined nationally between 1953 and 1966 (Howard, 1968).
Its prominence can probably be explained by its labour intensive
nature and the need for Female labour, since "a shortage of labour
in existing locations is frequently the motive for moving and this
situation sometimes arises in industries where employment is
contracting. Moves undertaken primarily for this reason tend to

be cases waere labour accounts for a substantial proportion of

inputs® (Howard, 1963),

Several important changes have occurred in the structure of the
immigrant industry wmoving to 3cotland since 1945, Some industries
have increased in prominence, some have decreased and others have
fluctuated in importance (Table 1.1). The best examples of the

first type are the electrical engineering (mostly electronics) and



clothing industries, while mechanical engineering, chemicals and
textiles have decreased in importance. In contrast, food, drinx
and tobacco (195%2059), instrument engineering (1945-51 and 1966-70)
and motor vehicles (1960-65) were prominent only during certain

periods.

These changes in the industrial structure are important because
they can affect the demand for factor inputs so that a different
set of locational factorg become significant. This is considered
further in later chapters, although it is peritinent to note that
such changes have coincided with a pronounced shift in the regions
selected within Scotland by incoming industry (Table 1.2).
Immediately after the war about three~quarters of new industry,
neasured either in establishment or eaployment terms, moved into
West Central Scotland, with most of the remaining jobs arising

on Tayside. Throughout the 19%Cs West Central Scotland continued
to attract three ocut of four of the incoming jobs and it was not
until tne 1960s that this persistent pattern began to break down.
Incoming plants began to display a greater willingness to select
locations away from the heavy industrialised areas of the Clyde
Valley, especially at the other end of the central belt in Fife
and West Lothian., After 1965 the movement of new immigrant
plants away from sest Central Scotland. continued and there was a
wider dispersal over the whole country ratner than simply to Zast
Central Scotland. ©Since it was the sgmaller establishments whicn
were the most willing to locate outwith Central Scotland tanils new

pattern was less pronocunced in exnployment terms.

During tne course of the post-war period three main ftrends in the
regional distribution of incoming industry stand out. These are
the dominance of Jest Central Scotlaand until about 1960, the
grovwing proainence of Easst Central Scotland in the 1960s until it
vied with West Central as the most favoured rezion for immigrant
industry in the late 196Cs, and the relative move away from traese
two regions into the rest of Scotland after 15€5. Jcme idez of
tne, relative magnitude of these snifts can ve gziven by quoting a
few figures. Jest Central's shcre of incoming employ.ent more
than halved from about 78 down to about 357, whereas mast Central
increased its snare from about 3,0 up to about 37/, After 1965

Falxirk/stirling attracted about 12, of immisrant industry
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TABLE 1.2 THE REGIQNAL DISTRIBUTION OF ILMIGRANT INDUSTRY
1945-1951 1952-1959
WMaximum End Period Maximun End Period
Region Estabs Eaployment | Employment Estabs Employment | Employment
(000) (C00) (000) (oco)
No. % No. o No. % No. % No. % No. <
W. Central | 109 75.7 | 45.1 71.5 }19.6 T77.8 46 61.3 | 23.0 76.9 {11.5 81.6
Falkirk/ * * 8
Stirling 2 1.4 0.1 0.2 4 5.3 2.0 6.7 1.1 T
‘BE. Central 9 6.2 1.4 2.2 0.9 3.6 8 10.7 6.0 .
Tayside. 15 10.4114.5 23.0 4.3 17.0 7 9.3 1.3 4.3 0.5 3.6
Borders 3 2.1 0.3 0.5 0.2 0.8 2 2.7 1.3 *
South West 1 0.7 0.1 0.2 * * 1 1.3 0.7 0.1 0.7
North East 3 2.1 1.4 2.2 0.2 0.8 2 2.7 3.4 0.3 2.1
Highlands 2 1.4 0.1 0.2 * * 5 6.7 0.2 0.7 0.2 1.4
[ Total 144 [100.0 ¢ 63.0 [100.0{25.2 1100.C | 75 1100.0 | 29.91100.0 |{14.1 {1C0.0
1960-1965 1966-~1970
Maxirmum End Period WMaximum End Period
Region Estabs Employment | Employment Estabs Employment | Employment
(cco) (000) (000) (oce)
No. % No. % No. % No. % No. % No. %
W. Central | 77| 57.1| 22.3 | 56.0 {11.5 | 48.1 | 63 | 37.1 9.2 | 37.7 ] 6.4 33.7
Falkirk/ ~ ~ - -
Stirling 3 5.9 c.8 2.0 0.6 2.5 15 8.8 2.7 11.0 2.4 12.7
E. Central 35 25.9 1 14.7 36.9 |10. 45.6 49 28.3 35.2 7.3 38.4
Tayside 4 3.0 0.5 1.3 0.3 1.3 3.5 2.9 C.5 2.6
Borders 1 0.7 * * * 10 5.9 0.6 2.5 0.3 1.6
South West 7 5.2 l.4 3.5 0.6 2.5 4.7 2.5 0.5 2.6
North East 2 1.5 * * * * 4.7 2.9 0.5 2.6
Highlands 1 0.7 0.1 0.3 * * 11 6.5 1.3 5.3 1.1 2.a
Total 135 1cC.C| 39.8 | 1CC.0 [ 23.9 |10C.0 |17C [100.0 {24.4 |1C0.0 |19.0 {ic2.C
* less than 0.1




employment, compared with only 2¢% in the previous period, while

the Borders, horth BEast and Highlcads also increased tineir combinei
share of new jobs from about 0.5 to 10% (Table 1.2). Basically,
therefore, there nas been a centrifugal cheracter to the pattern

of movement, with an outward spread away from the immediate post-
war core area of Clydeside into the rest of the country, with
particularly heavy concentrations of new industry on the east side
of Scotland stretchning from Falkirk/Grangemouth into west Lothian

and into ¥Fife.

Industries nave differed in the extent to which they have followed
this general pattern. Table 1.3 snhows this for the tnree dominant
industries and for the three most successful regions of the 1960s.
The main points of note are that after 1960 immigrant electrical
engineering employment was under-represented in West Central and
over-represented in East Central Scotland compared with incoming
eaployment as a whole. Clothing industry eavloyment ﬁas over-
represented in Jest Central until 1965, after which the Falkirk/
Stirling region proved particulerly attractive. 1n contrast, thne
predominantly male employilng mechanical engineering industry was
the only sector to show a blas towards west Central after 1965.
The number of establishments actually involved in providing this
employment is too small to draw any statistically significant
conclusions, sco the findings need tc be treated in tentative rather

than definitive terms.

This shifting distribution of inceming industry also applies at the
level of the individual town or city as can be illustrated by
reference to the ¢ld cities and new towns. Glzsgow's saare of
immigrant industry employment slumped after 1360 and Zundee's fell
after 1951, wanlle neither Edinburgh nor Aberdeen proved very
attractive to incoming plants (Chapter 10). Conseqguently, after ihe
immediate post-war period, when tuey obtained 33, of new plants,
there was a relative move away from tne cities, with a fall to avout
8. in the late 1560s., Conversely, the new towns begaa to offer
increasingly attractive alternsztive locaticns to tasz older cities
during the 196Cs, pertly ss a result of their incremse in numnbers
but also partly a reflection of the developaeat of additional
facilities as tney grew in size. Between 1952 aad 197C they

attracted one in six of all inmi.runt establishmenis.
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ey
TABLE 1.3 THE REGTONAL LOCATIONS OF THE MAJOR IMMIGRANT TINDUSTRIES IK
THE WAJOR RECEPTION REGIONS
Industry
- . - ; ing ndust
Period Region Mech Eng Elec Eng Clothing All Industiry
Employ 7 Employ o Employ of Employ 7
(000) ¢ {000) ~ (000) ” (000) ’
W. Central 10.9 61.2 12.9 94.9 3.6 87.8 45.1 71.6
Falkirk/
Stirling - - 0.1 0.7 0.1 0.2
1945-51 | £, Central 0.3 1.7 0.4 | 2.9 - - 1.4 2.2
Other 6.6 37.1 0.2 1.5 0.5 12.2 16.4 26.0
Total 17.8 100.0 13.6 100.0 4.1 100.0 63.0 13C.0
W. Central 7.1 97.3 5.1 85.0 2.6 96.3 23.0 76.9
Falkirk/
Stirling - - - - - - 2.0 6.7
1952-59 | E. Central * #* 0.6 1C.0 c.1 3.7 1.8 6.0
Other 0.2 2.7 0.3 5.0 - - 3.1 10.4
Total 7.3 100.0 6.0 100.0 2.7 100.0 29.9 1C0.0
¥. Central 2.2 53.7 4.1 44.6 4,3 Ti.7 22.3 56,0
Falkirk/ '
Stirling 0.1 2.4 - - * * 0.8 2.0
1960-65 | E. Central 1.6 39.0 5.0 54.3 0.9 15.0 14.7 37.0
Other 0.2 4.9 G.1 1.1 0.8 13.3 2.0 5.0
Total 4.1 100.0 9.2 100.0 6.0 1C0.0 39.8 1C¢0.0
¥. Central 0.6 54.5 2.6 32.5 2.0 33.9 9.2 37.7
Falkirk/
Stirling - - 1.4 17.5 1.0 16.9 2.7 11.1
1966~70 | E. Central 0.4 36.4 3.5 43.8 2.0 33.9 8.6 35.2
Other 0.1 9.1 0.5 6.2 0.9 15.3 3.9 16.0
Total 1.1 100.0 8.0 100.0 5.9 1C0.0 24.4 120.0

* less than 0.1

NB Empleyment i3 the maximum atitained




1.3.3 The Structure of the Paper

This study concentrates upon the intra-regional locations within
Scotland selected by incoming industry and it analyses the wvarious
factors which are hypothesised as having contributed to the
changing distribution of the new locatiens. Part I of the paper
continues by discussing the data sources and the methods of
analysis to be used before considering in Chapter 3 the potential
contribution of industrial location theory to explaining the
evolving distribution pattern identified in Chapter 1. Traditional
thecory with its emphasis on transport costs is considered to be of
limited analytical value, but an approach based on a variable cost
model is considered to be useful, provided that it incorporates
psychic costs and therefore by implication also recognises the
validity of a behavioural type analytical framework. From this

a number of hypotheses are formulated ahd these are considered in
detail in Parts II and IIT of the paper.

Part II concentrates on the individual explanatory variables
ldentified by both theoretical and empirical studies and incor-
porated within the hypotheses. No attempt is made at this stage
to isclate the relative importance of the individual factors,

al though the conclusions of other studies are discussed. Evidence
for their effect on managerial location decisions is presented in
the context of firms which have moved into Scotland. Chapter 4
considers the relevance of transport costs, which are stressed by
location theory, and finds evidence for their influence on intra-
regional location decisions. Chapter 5 examines the impact of
government policy, not in terms of its effect on the volume of
movement, since this heas been analysed in detail by a number of
recent studies, but in the context of why firms have chosen
Scotland and more particularly why they selected cone arez in
preference to another. The analysis proceeds to labour supply,
which has been identified in empirical studies as a major location
factor at the inter-regional level, <Chapter 6 discusses its
relpvance to location choice within Scotland and considers whether
changes in the industrial sftructure of incoming industry have had
an impact on tne demand for a particular type of lavocur. The
importance of an:available site or factory to mobile industry is

the subject of Chapter 7. Changes in the spatial distritution of



these resources are identified and advance factories are shown 1o
nave become valuable inducemgats to immigrant industiry. Chapter 3
examings evidence for the growing importance of non-economic
factcrs in location decision making and taese can be affected by
the activities of local authorities, which are tne subject of
Chapter 9. The final two chnapters are devoted to tne changing
attitudes towzrds a location in the older cities, in Chapter 10,
and the new towns, in Chapter 11. ©Possible reasons for caanges in

their relative attractiveness are discussed.

Finally in Part III these individual factors are brought together
as potential explanatory variables in a statistical analysis based
on multiple regression techniques. This has basically two
functions, being concerned with trying to assess wnether or not
the major influences on location decision making at the intra-
regilonal scale within Scotland have been incorperated within the
anzlysis, as well as agsessing the relative importance of each
factor when congidered in conjunction with all the others. In this
way 1t 1s possible to show how their individual influences have
fluctuated over time and wita thex the rela{ive attractiveness of
dirfferent competing areas. Finally an attempt is wmade tc explain
the changing location pattern of incoming industry in teras of

changes in the relative cost advantages of individual areas.



CHAPTER 2

DEFINITIONS AND DATA

Research concerned with industrial mobility is heavily dependent
on data maintained by the Department of Industry (Howard, 1968)
and this has formed the basis for most interview and statistical
studies (Cameron and Clark, 1966; ILAG, 1973; Keeble, 1972; Sant,
1975). TFor the purpose of this study the basic data source was
information kindly provided by the Economics and Research Section
of’ the Department of Industry in Glasgow1, who keep amongst their
records information on every immigrant manufacturing plant in
Scotland, The BDepariment define an immigrant as a new maaufacturing
egstablishment set up by a firm which did not manufacture in
Scotland prior to 1945 and to which a non-Scottish manufacturing
origin can be atiributed. At some time in its history the
establishment must have employed eleven or more people in order to
be included in the record. The definition of immigrant therefore
excludes companles new to manufacturing, take-overs of local
plants by non-Scottish companies and new branches set up by
externally owned firms which manufactured in Scotland before 1945,

such as, for example, Rolls Royce.

The Depariment of Industry's Office for Scotland produce a list of
imnigrant firns which have come to Scoiland since the wzr and they

have supplenented this with additional information. Unfortunately,

1 +

Now part of =zne Scottish Economilc Planning Department.



however, they are unable to provide detailed employment breakdowns
Tor cross—tavulations viuere tnere is a danger of disclosing figures
for individual establisnnents, since this would infringe the 1947
Statistics of Trade Act. Because data for individual establishments
was required for this project 1t has been necessary to use alternztive
sources for employment information. The wmost important of these is
the Glasgow University Record of Industrial Establishments (GURIE),
which contains establishment based data for manufacturing plants

in the Clydeside conurbation. This was supplemented by other
establishment based information which is held in the Department of
Social and Sconomic Research at Glasgow University and has been

generated over the years by various research projects.

In addition, employment information on the new towns was kindly
made available by iir R Steele, a Canadian,postngraduate geography
research student, who 1s undertaking a research project on employ-
ment structure and growth in the Scottish new towns. Further
employment geps were Tilled in with the assistance of the Scottisn
Council Information Bank, local autnorities, newspaper information
and the firus themselves. As a result of the difference in sources
the employment figures prcduced here are likely to differ from those

made available by the Department of Industry in Scotland.

As well as employment data, the industry order (SIC), year of
opening, origin and employment of each establishment, together with
information on the type of site and factory occupied were put on to
a computer file held by the Scottisn Universities Regilonal Computer
Centre in Zdinburgh. Data on sites and factories weas culled from

a range of sources, of which the most important were the Scoitish
Industrigl Zstates Corporationg, the Department of Industry's
Office for Scotland, the New Town Development Corporations and

local authorities.

From the data bank, detalled changes in the structure and location
of immigrant plants have teen identified and correlated with

changes in a variety of variables which are nypotaesised as possidle

How part of the Scoitish Development Agency



~re
influences on the location decision. The analysis has been con-
cerncd ~ith three spatial levels: the Scottish planning region;

city or county; and (on occasions) individual employment exchanges

or groups of exchanges.

Inevitably in a project of this type subjective judgment is
necessary in deciding both how to measure the particular variables
hypothesised as being relevant, and also the particular year to
take the measurement. It seems desiradle, therefore, to discuss

gome of the decisions which were made.

A basic assumpiion is that in order to identify changes over time
it is valid to divide the study period into four sub-periods:
ie 1945~51; 1952~59; 1960-65; and 1966-70. This basically follows
the precedent set by Howard (1968) in his analysis of UK post-war
industrial movement. The periods were differentiated mainly by
changes in governaent regional policy and this project has sdded
e furtner period (1966-70) to those used by Howard. This period
coincides with a yet more active policy, as heralded by the 1966
Industrial Development Act and it ends before the extension in both
spatial coverage and the incentives available which occurred with
the 1971 legislation. It also precedes the influx of o0il related
employment into Scotland which adds a new dimension to the
immigrent industry scene, especially ss some of the major projects,
such as production platform sites, ars distinctive in that the
1ocational consideration was the availability of a
coastal site. The sheer size of these establish.uents will affect
the employment figures and make a meaningful correlation analysis

hignly unlikely.

The spatial sub-divisionc are also important since they determine
the geographical scale at whicn the results will apply. The
objective nas been steted as examining location decisions at the
in{ra—regional level aad it is necessary to concentrate on smaller
spatial scazles than irevious studies concerned wita tne wider UK
context., Idezlly the level of the employment exciange or travel
to work areas would have been most suitable, but there are two
severe drazwbacks [rom tne point of view of tnis study. Firstly,
there would be a large aumber of zero obsecrvations, especially

in the ecarly
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only a few areas. Secondly, there is a problem of fitting Census
of Populztion data to employment exchange boundaries. As a result
of these difficulties it has been decided to undertake the analysis
at the level of the individual cities and counties, or, in the case
of some of the smaller ones, a group of adjacent counties. This
has two advantages, because Census of.POpulation data is readily
available at this scale and in the vast majority of cases travel

to work areas, based on groups of employment exchanges, coincide
with county boundaries or else extend beyond them into sparsely
populated areas, winich for analytical purposes can be overlooked.
The twenty-three areazs upon which the statistical analysis is

based are shown in Table 2.1.

Immigrant employnent has been measured at three dates: the end of
the period in wnich the establishment started production; at its
maximum total; and at 1970. The end of period figure was selected
to represent employment in the initial growth period, whereas the
1970 figure iandicated the exteat of subsequent expansion or decline.
The former figure is biased towards those plants which set up early
in the period concerned and tnerefore have had longer to build up
(except in the 1966-7C period), whereas the latter.includes firms
whose exployment hes sghrunk well below a previous peak. Both
figures exclude closures which occurred before the relevant
terainal year. By contrast, the figure for mexinun employment that
can be attrioutavle to iwmigrant plaasts. However, the year of peak
employment varies from plant to plant so that resources relesased

by a contractioan in one immigrant may be re-utilised by expansion
in anotner cone, sand the maximum figure does not refer tc employusent

at any one moment in time.

Unemployment figures have also been faken for selectel years in
each period, usually towards the start of the period concerned;
ie in 1943, 13%34, 1963 and 19¢6. The first two years were also
used by Keedble (1972) in nis statistical study of industrizl
movenent. The yeer 1963, wanica is in tne middlz of the
1960-¢5 period, waes taxen because it was a time of very high
unemploynecat and influenced the Govermnent's decision to
strenstnen regilonal policy itharougn tihe Local Zaployment Act of

1963. 1In addition, this year saw the extension of Development



TABLE 2.1 THE COUNTY GROUPIKGS USED FOR THE

STATISTICAL ANALYSIS
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12.
13.
14.
15.
16,
7.
18.
19.
20.
21.
22.
23.

Glasgow city

Lanarkshire

Dunbartonshire

Renfrewshire

Ayrshire

Stirlingshire

West Lothian

Midlothian-

East Lothian

Edinburgh city

Fife/Kinross
Roxburgh/Selkirk/Pecbles/Berwickshire
Dumfriesshire ‘
Wigtownshire/Kirkcudbrightshire
Perthshire

Dundee city

Angus
Aberdeenshire/Kincardineshire
Aberdeen city

Banff /Moray/Nairn

Argyll
Inverness~-shire/Ross-shire

Caithness/Sutherland

o



Digtrict status to areas in Fife and south Stirlingshire which
were able to take advantage of their increased attractiveness to
mobile industry. In fact the Development Districts remained

virtually unchanged in area from 1963 until the 1966 Industrial
Development Act.

Census of Population data was used to try and obtain a measure of
the physical image of an area, in texms of the quality of its
housing stock. Whether or not this is a satisfactory surrogate is
debatable and requires further work. Ideally, it would be
preferable to uandertake a principal components analysis on a wide
range of variables thought to be relevant to an area's image and

then areas would be classified on the basis of their factor scores.



CHAPTER 3

smme e

INDUSTRIAL LOCATION THEORY

AND HYPOTHESES FORMULATION

The complex array of factors influencing location decisions has
prevented the formulation of any single comprechensive theory of
industrial location. Difficulties arise in identifying all the
relevant variables, the way they exert an influence and their
relative importance. There are also uncertainties over the goals
of decision makers and the influence of non-economic factors.
Nevertheless a theoretical underpinning is necessary to assist and
strengthen empirical analysis beceause it provides the basis for
hypothesis formulation. There are essentially three principal
theoreticel approacnes which have been used in industrial location
theory. The first two assume that decision makers seek to maximise
profits so that the optimum location is where total revenue exceeds
total costs by the largest amount. This means that both supply
(cost) factors and demand (revenue) factors need to be considered
as both can vary spatially. However, it is difficult to identify
the effect of each without making simplistic assumptions wanich
involve holding either supply or demand factors coanstant over
space. There has also been much debate over the validity of the
profit maximisging assunption aand this has led to the develcpment
of non-optimiging benavioural thecories of industrial location.
These three strands of location theory are each considered in turn

by examining scme of the ideas of the principal contributors.



3.1 LEAST COST LOCATION THEORIES

3.1.1 The Contribution of wWebex

The first major contribution to industrial location theory was
made by Weber in 1909 and although it has several theoretical and

practical weaknesses it is a valuable starting point.

Weber made three basic simplifying assumptions in his theory
explaining the location of a new plent. Firstly, the location of
inputs is given; secondly, the.market iz seen as a set of given
points and is not evenly distributed over space; thirdly, labour
is found only at selected locations where supply is unlimited at
a given wage. Perfect competition is assumed with no producer

able to influence the market.

Al though transporf costs, labour costs and agglomeration factors
were held to dominate the location decision, transport costs were
seen to be the most important. The basic issue considered by Weber
is where to locate production given thne location of raw materials
and the market. He considers this by means of his familier
locational triangle, which has as its three points the market and
two raw material sources (Fig 3.1). The optimum location is
identified as the one winere total transport costs are minimised
since he assumes that production costs are cosastant over space.
Costs are viewed as a function of the weight both of raw materials
to be moved to the production site and of finished goods to be
carried to the market, as well as of distance. They are measured

in ton-miles (weight x distance).

z
i1 + Mo = source of materials
C = market
: P = least cost production point
a + b = distance over which materials
nave to be moved
¢ = distance over wanich finished

product has to move
X + y = welght of materials nceded
per unit of ocutput
z = weight of unit output

ion Triancle




Vieber went on to identify material or market orientated industries
by means of a locational weight index, which expresses the ratio ol
tne weilght of materials to that of the finished product. If the
weight of localised materials used exceeds that of the finished
product the firm should locate at the material source, but if the
reverse occurs it should locate at the market. In order to make the
theory more realistic, costs rather than weight per mile need to be
considered and Yeber recognised tais by introducing the concept of
ideal welght, which is a function of actual weight and transport
rates. Typical examples of material orientated industries, where
costs of moving the raw materials exceed those of the output are
metal manufacture, bricke and cement, pulp and paper and food
products. Conversely, examples of indusiries where the latter
costs are higner, resulting in a market orientated location, are

bread-making, brewing, ice and glass production and oil refining.

Weber went on to relax the assumption of spatislly uniform pro-
duction costg, but then only applied this in the case of labour
cests. He argued that where labour is relatively cheap a firm will
be attracted to the area if the saving in labour costs exceeds the
marginal increase in transport costs. iHe illustrated this by means
of isodapanes, wnich are lines drawn eround the minimum transport
cost location and which join places of equal additional transport
costs. The isodapane within which the savings in labour cost equal
tne additional costs of transport, enabling one to be substituted

for the other, is termed the critical isodapane (Fig 3.2).

criticel

e///isodapane

C * market
il4 + M»> = materizl scurces
P = least cost vpoilnt
L cheap labour locatiocn

critical isodapane ~ isodapane
where savings in labour costs

<

eguel extira transpor’ costs

Fig 3.2 Critical Tsodavpane




Weber also suggests that agglomeration eccnowies could act in a
gimilar way to divert a firm from the peint of mininum transport
cost, if the savings in cost offset the additional {ransport costs.
This is illustrated in Fig 3.3, where three firms are located at
theilr minimum. transport cost location at A, B and C respectively.
These firms will only move together to a new location if all their
critical iscdapanes intersect, indicating that they will all gain
a financlal advantage from moving. In Fig 3.3, where the critical
isodapanes are shown, each firm's costs will be reduced by moving
to the shaded area. This approach has been criticised by Palander,
who argues that firms will only move to gain agglomeration economiles
if they are certain that the other firms will do the same. Since

this cannot be guaranteed, the value of this concepl as expressed

by Weber is suspect.

)minimum transport

C)cost locations

Fig 3.3 Criticel Isodavanes and Agslomeration Scononies

Source: Smith (1971)

In fact Weber's theory has given rise to a great deal of criticisx
attacking his simplifying assumoptions AEcCrone (1569); Richardscn
(1969); Smitnh (1971)/. The more important weaknesses pointed out
by later theorists are discussed in the following sections, where
subsequent modifications and improvements to the originél theory
are discussed. DNonetheless Weber's work has provided =z number of
useful insiznts into industrisl location decisions asd has provided
the starting point for much additional work in this ficld. Smitha
(1971) has argued tnot the model can be fairly easily modified to
provide a more general varisble cost theory and this is consicered

in more detail below.



3.1.2  The Corntribution of Pszlander (1935)

Palander made the next important contribution in 1935, when he
dealt with twoc basic issues. Firstly, where ito locate a factory
given the location and price of materizls and the position of the
market, and secondly, the effect of price on the size of the
market area. ‘ieber was concerned only with the first of these,
althougn Pelender introduced greater realism into the theory by

recognising thne existence of tapering freight rates.

Palander argued that price is a function of production cests and
transport costs. The market area is delimited by those places
where customers are indifferent as to which producer they buy from,
since they are able to purchase products at the ssme delivered
price from rival firas. Total profits are held to be dependent on
the gize of the market area, which in turn depends on the location
of competing firms, their relative production costs and transport
costs. By introducing the concert of spatial competition into the
model, Pzlander shows tnat by reducing either production or freight
costs a firm will be able to enlarge its market area, but at the
expense of its competitors. In Fig 3.4, B enlarges its marxet
area at the expense of producer A by obtaining lower freight rates

which result in a lower delivered price.
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3.1.3 The Contribution of Hoowver (1937, 1948)

Hoover's approach is also basically a cost minimising rather than
revenue maximising model and he initially follows Weber in arguing
that the optimum location will be the peint of minimum transport
costs. However, Hoover proceeds to make several important
modifications to and improvements upon Weber's theory by rendering

it more realistic.

Hoover, as with Palander, recognised that transport costs are more
complex than suggested by Weber and that this has implications for
the location decision. He adopted a more realistic attitude by
accepting that transport costs are not directly proportional to
distance. He also preferred to use the term transfer, rather than
transport, costs since the costs of movement are not fully expressed
by the freight rate because other additional indirect costs have

to be met such as insurance, interest charges, clerical costs, and

those incurred by deterioration, loss or damage in transit.

Since terminal and other indirect charges occur regardless of the
distance of movement, the transfer charge will rise less than
proportionately to distance because such charges represent a
smaller share of total transfer costs as distances increase. In
practice rates tend to rise in a series of steps, each being
successively lonzer and shallower than the previcus one. In
addition there are a variety of other elements that affect trans-
fer costs. Competition between alternative methods of transport
will depress freight rates on certain routes, as will the prospect
of return loads or the guarantee of regular large loads. The
nature of the product being moved can also affect the situation,
with higher rates charged where specialised requirements have to
be met, sucn as purpose built containers (fcr liquids or
refrigerated zoods) or careful handling (for fragile or valuable
loads) or rapid movement (for perishable goods). Hoover also
recognised that transport is not equally feasible in all
directions, so that lines of equal transport cost will extend

radially aleng the main routes,

These considerations have important ramifications for the location

decizion because Hoover, following Pulander, showed ithat ine



relaxation of the assumption of transfer costs proportional to
distance resulis in a greater probability of a location eitner at
the source of materials or at the market, rather than at an inter-
mediate point. If the latter is chosen, Hoover suggests that it
is likely to reflect a lower production cost, such as low wages,
rather than a transpcort orientation, unless it>bappens to be a

break of bulk or trans-shipment point.

Hoover also adopts a more realistic approach than Weber towards
production costs, Weber only relaxes the assumpiion of spatially
uniform production costs in the case of a cheap labour location or
possibly of agglomeration cost advantages. Hoover considers
external economies in much more detail, regarding them as part of
production costs. He recognisesg localisation ecconomies, which
are external to the firm but internal to the industry. Examples
are labour skilled in the industry's requirements, specializt
suppliers and services sucn as repair and maintenance, technical
education, finance, and research and development orientated %o

the industry's needs. He also discussed economies of urban
concentration which are external to the industry and benefit all
firms in the arca. These include access to both a large market
and labour supply, presence of a wide range of business and
commercial services, extensive transport linkages and good social,
educational and recreational facilities. The firm is saved the
cost of internalising these services which might be necessary at

the minimum transport cost location.

Hoover also rezlised that production costs could vary with the
level of output. Internal economies of scale lead to a falling
marginal cost of production and enable a producer to extend his
mar<et ares 1 the rate of decrease exceeds the marginal increase
in transport costs which arise from serving a larger market. This
may squeeze out the smaller higher cost producers, who were
formerly able to compete in areas of relatively high delivered
prices. Hoover shows how different sectors of the market will be
served by locstions with different producticn costs, something not
considered by .cber (Fig 3.5). The market area bounduries are
determined by tae points of equal delivered price from eacn

producer.
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Fig 3.5 Market Arens Delimited by Points of Kqual Delivered Price

Scurce: Smith (1971)

Although Hoover refers to market areas and suggests ways of
identifying thelr spatial extent, including changes in their size
as delivered price changes, his prime concern is with cost rather
than demand factors. Costs of movement, in this case transfer
rather than simple transport costs, remain the main explanatory

variable of location decisions.

3.2 MARKET AREA THEORIE

Classical least cost theory is rooted in Weber's work and includes
much of both Pelander and Hoover. The basic assumption is that
demand 1s spatially constant and locational interdependence or the
activities of other firms are ignored. Vhen this assumption is
relaxed the least cost location does not necessarily yield maximum
profits, since the szles potential may be far higher elsewhere.
To.try and overcome this drawback a number of theories have been

developed which concentrate almost exclusively on demand factors.

They assume imperfect or monopolistic competition with spatially
uniform production costs but demand widely scattered. Profits are
therefore maximised where sales and revenue are greatest and a

firn will geex to control the amaximun poscivle morket ares within



which it has a monopoly selling at a lower price than its
competitors. Costs to consumers equal production costs (constant)
plus transvort costs (variable) so that the market area will be
defined by tne points where consumers can buy more cheaply from
producers in other locations., Thus plant location is seen as a
function of spatial variations in demand and the location of rival
producers. Unfortunately by ignoring spatial differences in
production costs these theories go to the opposite extreme of the

least cost theories and are equally, if not mecre, unrealistic.

3.2.1 The Contribution of Hotellingz (192%) 2nd Chamberlain (1535)

Hotelling and Chamnberlain made important early contributions to a
market area analysis of location decisions and these were later
elaborated and extended by L8scn (1954). Hotelling showed how
equilibrium would be reached in a linear market with inelastic
demand, citing the now well-known example of two ice~cream sellers
on a beach. He concluded that firms would agglomerate together in
the centre of the market (Fig 3.6b) since a location anywhere else
such as B in Fig 3.6a would lose the firm concerned sales to its
competitor. Agglomeration ig therefore viewed as an important
locational factor, even in the absence of toth exteransl economies
of scale, such as were discussed by Hoover, and of spatial

variations in costs, such as Weber tentatively considered.

) (2) (b)
/
| ////
Delivered ‘ :
price ,
|
J
i
{
A ] B Al B
Q- - PG ey s ey (e )
market nmaries marcetd NErLeT
area of A area of B area of A area cf B
Fig 3.6 tostomeration Iresoared

source: Smith (1971)




This argument has been criticised by Chamberlain (zmongst others)
who hes argued that agglomeration is in fact far from certain. Two
firms can“share the market equally without occupying the centre of
the market, provided they are equidistant from the centre. If an
additional firm enteré the market, dispersal will occur, Since the
firm in the middle will find its sales area squeezed by the other
two and it will move to a new location offering a larger share of
the market. Under conditions of elastic demand 1t becomes
necessary to keep transport cosis to a minimum to increase sales
and even if there are only two firms they are likely to disperse

and locate at the quartiles.

3.2.2 The Contribution of L¥sch (1940, 1954)

LY8sch developed the first major location theory that had dewand as
the principal spatial variable. He argued that the optimum location
ig where revenuc is maximised and, in order to evolve a manageable
theory, production costs were held constant. This arose from his
assumption of a homogeneous plain, with an even distribution of

both raw materials and of population and uniform transport rates

in all directions.

Costs vary simply as a result of transport rates, and increase
proporitionately with distance from tare point of production.
Assuming that demand is elastic there will be a price level where
demand falls to zero, when consumers decide they obtain
insufficient utiiity to justify the cost or else they can produce
the product for the same cost themselves. This results initielly
in a circuler mzrket area, but this is modified by competition to
a2 hexagonal shepe as new producers continue to start production
until the whole area is served and excess profiis are eliminated.
At the boundaries of tne aarket areas consumers will be indifferent
as to the producer they buy from, since prices will be equal, as
both Hoover and Palzader also assumed. 4 hexagonal shaped marxet
area is the most efficient since it maximises demand per unit area
wiile minimising total transport costs. Lésch also introduces a
dynamic elcement into his analysis by examining the effect of

ralsing the production costs of a particular factory upon its



markelt area (Fig 3.7). In Fig 3.7b, firm A loses its market

completely to B as a result of a large rise in production costs.
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Losch recognised that there will be a hierarchy of market arezs,
varying in size from product to producti and he assumed that each
type of market area has at least one production centre in common
and this is where the largest city develops. By rotating the
market areas LOsch snowed it is possible to produce six sectors
with many potentizl production sites and enjoying external

economies, and six sectors with few suitable sites.

This model has many wezaknesses, and as numerous writers have
pointed out this greatly reduces its practical application
/ilcCrone (1969); Richardson (1969); Smith (1971)/. 1In reality
resources are nct evenly distributed and precduction costs are not
uniform over space. As with the least cost theories of Weber and
others, there is excessive reliance on transport costs as the
determinant of location. Furthermore demand is not spatially
uniform and a large market may be able to provide scononies of
scale for several producers without their need tc locate within

o

separate marset areas. In practics there are few instaunces of

S Lo

industries wrere the firms have a monopoly witnin their own sale

mn

areas, althouzh poscidble exaunples are local newspapers and bread

waxing. Toe tocory also ignorcs agplomeration economies, which



cause firms to locate together to reduce costs, although L8sch was
aware of such tesndencics in his identification of sectors rich and
poor in sites. As a result of these weaknesses the theory is only
of limited velue for the analysis of a few market orientated
manufacturing activities, but it probably has more relevance for

the gervice sector.

3.2.3 The Contribution of Greenhut (1956)

In 1956 Greenhut made the first significant attempt to integrate
least cost and market area theories by including both cost and
demand considerations. He distinguished several types of location
factor, notably transport costs, processing costs, demand factors,

cost reducing and revenue increasing factors.

He follows previous location theorists in considering traasport
costs to be an important influence on the choice of location, but
he criticises the lack of a clear distinction in location studies
between market and transport cost considerations. He claims that
explanations of a market orientation in reality often simply
reflect a location designed to reduce transport costs and the
decision is really made on cost saving rather than revenue
increasing grounds. Greenhut stiresses the need to differentiate
between a market location attributable to market advantazes, such
Aas its actusl or potential size and proximity to customers, or to

a saving in transnort costs.

He felt that the mosti significant processing costs were labour,
capital and taxation, which will be important where neithner
transport costs nor demand considerations dictate a location at
the source of inputs or market. Particular attenticn is devoted
to demand factors and he argues that production will become more
dispersed as either elasticity of demand or ftransport costs to

maret increase.

Greennut argues that the type of expansion being considered by an
industrialist is important and that differcnt locationzl factors

will be considercd by an industrialist waen decidians in which ares



to locate a new branch plant, as opposed to deciding between a
brancn plaat in a new location and an in situ expansion. He

claims that most firms have several markets and the most attractive
will be the one with the greatest total demand for the products of
the new plant. This may not be the largest market in terms of
overall agzregate demand, but will be from the point of view of

the new plant.

“Greenhut slsc felt that agglomeration economies can be seen either
as cost reducing, such as access to specialist suppliers, or
revenue incrgasing, as a result of close contact with potential
markets. He also makes a significant contribution when he
recognises the existence of uncertainty and the importance of
personal considerations in the lccation decision and this is

considered further in the discussion of behavioural theories.

Smith (1971) has suggested that the comprehensive nature of
Greenhut's tneory makes it one of the most useful general state-
ments on industrial location, although the approach tends to
concentrate on demand at the expense of supply factors. This, it
is argued, reduces its value for analysing location decisions, at

least in the U¥ context.

3.2.4 The Contribution of Isard (1956, 1960)

Isard (1956, 1950) sought to integrate locatiocan theory with
general economic theory and stressed the importance of the
substitution principle to both. Like earlier theorists he places
great weight on transport considerations, and emphasises their
crucial role to both production and-consumption‘ He showed how
transport inputs could be viewed within a substitution framework
with one scurce of inputs being substituted for another. Isard
also examined how tne movement of & firm from the lowest transport
cost location to a site witn cheap labour or azziomeration cost
advantages will involve suobstitutin: cheaper production costs for
higner transport costs. Anen deciding upon a new location a firm

is likely to substitute plentiful low cost factors for scarce high



cost ones. Consequently some parts of the marxet will be served
from market orientated sites and other by sites with caneap labour

or material inputs.

Isard has also argued that the regular pattern of hexagonal market
areas suggested by L8sch is unlikely to occur in practice. He
showed graphically that because of the high density of population

in metropolitan areas, the size of the market areas will be smaller,
but will increase as density falls away from the major nodal centres.
Isard, unlike Lbsch, recognised the importance of agglomeration
economies and showed that it is impossible to retain hexagonal

market areas if such economies are allowed for.

3.3 BEHAVIOQURAL THEORIES

The classical location theories have been heavily criticised for
making unrealistic assumptions atout the real world because they
assume that firms choose among fixed and known alternatives, to
each of which is attacned known consequences {Simon, 1959}. Such
theories are based on the actions of rational "economic man", wao
is assumed to be a profit maximiser, possessing coanlete information
and perfect knowledge of alternative courses of acticn. Risk and
uncertainty are assumed avay, althougn L8sch (1954) did recognise
that "dynamically there is no best iocation because we cannot

know the future". In reality industrialists do not act in the
rational manner of "economic man' for very good reasons, and Simoa
(1959) has vointed out that "when perception and cognition inter-
vene between the decision maker and his objective environment,

this model no longer proves adeguate!,

Purtheruore, Simon (1953) nes even drawn atteantion to a logical
inconsistency in thne basic assumption, arguing that "the central
difficulty is that rationality regquires one to outguess one's
opponents, tut not to ce ouisguezsed by them, and tzis is clearly
not a congistent reguirezent if spwlied to all the actors". The
inability to predict the actions of others under coaditions cof

imperfect competition is a serious flaw in the classical models.
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Simon (1859) sourht to develop a more realistic behavioural
approacn to location decisions by introducing the concepts of
bounded rationality and satisficing vehaviour. He argued that
firms operate in a complex economic environment where alternatives
are not given, but have to be actively sought. The real world is
too complicated to comprenend fully, so that maximising theories
seeking an optimum location have little relevance to decision
making. Decisions are based on perceptions of, and responses to,
the subjective environment which is a simplified version of reality,
ratner than the objective environment in which the decision maker
actually lives. Consequently decision makers may behave rationally
in respect of the perceived reality, which Simon terms "bounded
rationality", buat thelr actions may nct be optimal in the context
of the real world.

Simon argues that business goals are formulated in adaptive and
satisficing terms and that problem solving is based on meeting
certain aspiration levels rather tnan searching for the best
alternatives in terms of specified criteria. Aspirations tend tco
adjust until goals reach practicelly attainable levels and,
according to Simon, when "the firm has alternatives open %o it
that are at or above its aspiration level, the theory predicis

that it will chocse the best of those known to be available®,

Pred (1967) has followed Simon's view ithat decision makers tend to
be satisficers rataer than optimisers and has argued that location
decisions are taken ageinst a background of variation in both
inforamation and the ability to use it. A4s both diminish so the
probability grows that thne location will be markedly different fron
the economic optimum. According to Pred “the apparently cnaotic
qualities of the spatial distribution of most manufacturing
production at any one date is ascribable to the fact that thae

real world is populated by a broad spectrum of bounded, rational,
sétisficin; locational actors and not by undifferentiated profit

neximisersh.

necent empiricsl work has provided abundant evidence that the
concept of industrialists acting in the likeness of rational econcaic

man is unrealistic., Galbraitn (1987) has argued that even large
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corporations whnose mana;emnent might be thouzht to be less swayed
by non-economic considerations may not necessarily be profit
naximisers, preferring instead to maximise market share or
turnover and possibly seeking security by minimising risks and
controversial decisions. This latter consideration may explain

a preference to locate new plants close to established industrial
centres, wnere the potential error costs, as well as profits, may

be lower than in an untried location.

A number of extremely useful contributions to an understanding of
industrial decision making have been made in recent years by
Townroe (1969, 1971). He sees the decision as a management

problem directly connected with the problems of investment
planning. Townroe feels the decision needs to be seen within the
context of the orgasnisational sgtructure of the firm and the motives
and goals of the decision makers. In a study of the decisions made
by fifty-nine firms setting up new plants in the West liddlands and
North tast of England, Townroe found there was little evidence of
the tnecoretical rational economic behaviour. The non-routine
nature of the location problem and the lack of personal experiencze
led to a great deal of uncertzintiy for management, wno are faced

by imperfect knowledge, vartial and biased information, the cost

of data collection, dcubts about the correct time horizon to plan

for and about future costs and revenues.

Under such circumstances, it is hardly surprising that there is

an absence of both a systematic approzcih and of clearly defined
objectives, but an abuzadance of cprortunities for an
impressionistic assessment. Such uncertainties and the higher
priority frecuently asccorded to the non-locational aspects of the
investment decision result in companies selecting the first
location that matches their aspiration levels, resulting, as Simon
argued, in the choice of & satisfactory, rather than the elusive
optimum, site. Townroe found that only 362 of his sample made any
atteapt to cost differeat locations and ne concluded tnat "for a
majority of companies alternative locations are not evaluated on
exolicit cost _[rounds and the finazncial assessaent comes after

the locational choice". This appears to support Richerdson's
(L969) susgestion thst "firms, in fullyreCOgnition of taoe

unpredictability of fature cnanges in spatial costs and prices and



the difficulties of measuring externsl economies, will not go to
extrene lengths to find the most prcfitable location, but instead
will opt for a location that seems viable in the long run and rely
on increasing efficiency in other respects to raise their

profitability®.

It is possible to view a satisficing solution as equating with the
maxinising of utility by means of the concept of "psychic income',
which was introduced by Greenhut (1956) to express the non-
financial benefits obtainable by an industrialist from a particular
location. He argues that the optimum location is the one where
total satisfaction, in the shape of both financial and psychic
income, is maximised. Personal attractions to a particular area,
as expressed by its "psychic income" may be sufficient to outweigh
the profit advantage of an alternative location. This concept is
difficult to handle within the traditional theoretical context with
its emphasis on the least cost or maximum revenue location,
although Smith (1966) has susgested that it is possible to incor-
porate satisficing behaviour by utilising the framework of his
space cost curves. Townroe (L971) has shown thatl in reality
personal considerations can have a strong bearing on the location
decision. His study found that nearly half of the companies paid
some attention to their staff's wishes and considered the general
amenities and facilities of the short listed areas. In so doing
"these companies explicitly allowed perscnal feelinzs to become a

part of the input to the final choice".

3.4 SYNTHESISING THESE THEORIES ~ A VARIABLE CO3T MODEL

3.4.1 The Contribution of Smith (1966, 1971)

Smith (1966, 1971) argued that many of the major theoretical
statements nzve very limited scope in terms of thelr practical
application, but he suggests that it is peossible to overcome the

twé main weaknesses of classicel thcories, namely the concentration
on traasport costs and the preoccupation with identifying an optimum
location. He proposes two basic modifications to the least cost

model., FPFirstl the eubstiftution of total cosis for iranuport
b



costs. Secondly, the use of the concept of spatial margins to
profitability, which was originally introduced by Rawstron (1958).
Smith extends this idea by ldentifying the margins by means of
space cost curves, which represent the average cost of a unit of
production at any point in space, and rise away from the least

cost location.

Smith's model offers a number of valuable concepts for analyses
and his approach is closely followed in this study, since his
claim seems valid that "the great advantage of the total cost view
is that only in this kind of model can revenue be inserted to show
spatial margins to profitability, as well as an optimum location.
This is impossible in an isodapane model where the locational
costs of some inputs, such as labour, are not included" (Smith,
1971). A valuable feature of this model is that it reveals not
only the optimum location at which profits may be maximised, bdbut
also spatial marging beyond which profitable operation is not
possible. Within these margins profiits can be made and the firm
is free to locate anywhere, providing it is not seeking to
maximise its profits. This eunables the model to incorporate

sub-optimal behaviour.

Smith goes on to suggest thnat a useful distinction can be made
between basic and locational costs., The former represent the
minimum cost at wvhich the input can be obtained anywhere, while the
latter is the marginzal cost incurred in utilising an input away
from its cheapest location. Since basic costs are spatially
constant the least cost location is wnere locational costs are
minimised. Both the relative importance of an input in a firm's
cost structure and its spatial variations in cost will be important
to the location decision. The larger both of these sare, the
greater their influence on variations in total cost and on

comparative locational advantage.

Smith's initial simplifying assumptions are that firms sesk to
make a profit, but not necessarily the maximum one, and they have
some, bul not necessoarily perfect, xnowledge avout spatial
differences in costs and revenue. There are no barriers to the
entry of new firms into the industry znd location decisions are

independent of the location of otner producers, apart from the



extent to which they are reflected in the preveiling cost of
inputs. Sources of inputs are fixed, thelr supply is unlimited
and they are mobile, being obtained at a price equal to basic plus
location costs. DNone of these assumptions is subsequently relaxed,

unlike the ones which follow.

Demand is held to be spatially constant with no price advantages
in alternative locations. The model applies to a single point in
time, so that price, input costs and technology cannot change.

All entrepreneurs are of equal ability, there are no agglomeration
economies, no factor substitution and no economies of scale since
all firms produce the same level of output. Finally the location
decision is not affected by personal considerations. The effect
of modifying some of these aésumptions is illustrated later when
the importance of particular locational factors is considered in

detail.

In this model total costs are a function of the sum of the basic
and locational costs of each quantity of inputs required for a unit
of output. The least cost location is the place where total costs
are minimised and since total revenue is spatially constant this
location is also the one of maximum proiits. The spatial margins
to profitability are delimited by the poinis where total revenue

equals total costs.

Smith shows how the model can be applied by means of notional cost
and distance figures applied to three inputs. This enables him to
derive cost isclines for each input and a total cost surface is
derived from the sum of the individual izolines. He also
illustrates these concepts in graphical form, as shown in Fig 3.8,
where average total costs rise away from point O, until at ¥4 and
Mo they equal average revenue, which is constant over space.
Beyond these spatial margins losses will be incurred and so

locations thers will be avoided.
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Smith recognises that in reality demand,

and therefore revenue,

vary over space and can be infiluenced by a plant's location. He

proceeds to relax the assumption of revenue being spatially

constant,

revenue exceeds average costs by the

shown in Fig 3.9, where average cost

so that the maximum profit

point will be where average

greatest aummount. This is

increaseg away from A, but

revenue falls with distance from B, where demand is maximised.

In practice the maximum profit location is not necessarily at

either the maximwn revenue or least cost location.
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-This type of znalysis shows that as the spatial variation in costis
or demand increases, s0 the slopes of the curves siceven, and the
area within which it is profitable to manufacture is reduced.
Thereiore if costs or demand vary markedly within Scotland inceming
industry is likely to be concentrated in relatively few locations,
whereas if the spatial variations are small tane Firms are likely
to be more widely dispersed. The fact that immigrant industry was
initially concentrated in the West of Scotland and Dundee, but then
selected a wider range of locations in the 1960s, sugzgests that tne
spatial cost (or revenue) curves became less siteep and the spatial
margins to profitability were extended. In this way the profit
advantages formerly enjoyed by Clydeside and Dundee were

diminished.

3.4.2 The Advantagses of a Least Cost Model

Since the model is basically a least cost one attention will be
focussed on changes in spatial costs, since Smith (1966) argues
that for practical application in empirical research this approach
has certain advantages. The most important, according to Smith,
is the ability to assess the effect on the location decision of
spatially variable supuplies of materisls and labour. He argues
that under the conditicns operating in an advanced industrial
econonmy with a nigh degree of geoographicel specialisation the
least cost approach to the search for a profitable location secems
to be more realistic than one based on market area asnalysis and
the locational interdependence of firms. In such economiesgs few
industries consgist of plants surrounded by their own local markei
area. The major industries tend to be concentrated in particular
locations serving national or international markets. Smith (1971)
feels that much of the theoretical attention given to demand
factors stems from a desire to extend the theory of imperfect
competition, rather than any attempt to maich theory with

empirical findings.

It is, however, possible taat there are differences in this respcct
between tThe American and Britisn situations, since Chisholm (1.923)

has pointed out that market access appecars to be more important in



American studies. He suggésts that this reflects the greater
spatial dispersion of alternative warkets in America. Chisholm
has also argued that a unifora delivered price is more common in
Britain than f.o.b. pricing, with the exception of certain basic,
but weight losing, products such as coal and iron ore. Evidence
for this comes from Luttrell's (1962) finding that materials and
components are usually supplied at a uniform delivered price, and
also from Toothill (1961), wno found that 70% of firms in Scotland
obtained more than half their purchases at a uniform delivered
price. Since market prices do not vary to a significant extent
between the niajor ceantres of ebonomic activity, firms are likely
to try and raise profit levels by seeking low cost locations.
Only in this wey will they be able to maximise the difference

between costs and revenues.

Location studies of mobile industry in the UK also support Smith's
view that cost rather than demand factors have been the more
influentisl. There is little evidence to suggest that tne Scottishn
market has proved a major incentive for firms to establish new
production units in Scotland. Not only is the market relatively
small (5.2 wmillion people), but it has been less prosperous than
the national UK market when measured by GDP per head, whicn only
increased from 89.6% to 91.5% of the UK average between 1961 and
1971. Cameron and Clark (19%¢) found that companies which moved
to sell either to the conswaer or producer markets in the UX
Assisted Areas between 1953 and 1963 were responsible for only 5
of the jobs created by incoming industry to tnese areas, although
they represented 175 of tne estadblishments. They also found that
14% of employment (357 of establishments) moved as a result of
decisions to reduce costs, whereas 81} of ewployment (413 of
plants) was provided by establishments which only selected an
Assisted Area as a second best deciszion after their initizl choice
to minimise costs by developing in situ or close to their existing
plant had been rejscted by the governmeat's IDC policy.
Consequently these FTirms sought the Assisted Area location which
resulted in the smallest increszse in their profucition and transpor?t
cosfs. These findings suggest that the location of incoming
industry in ccotland is likely to be determined by cosi rataer
t

c
than revenue fac
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3.5 HYTODUESIS wOLIULATION

This paper has argued that the reason for choosing a Scottish
location may be different from tne ocne deciding the firm in
favour of a particular community within Scotland. Interview
studies may indicate which location factors predominate at any
particular spatial scale, although several scales may share a

common factor.

Industrial location theory suggests a possible method of nandling
this problem analytically. Although industrialists are likely to
seelt a satisfactory rather than the optimum locaticn where profits
are meximisged, the influence of cost factors is still likely to be
of major importance since they determine the spatial margins to
profitability within which a satisfactory location can be sought.
From this it 1s possible to hypothesise that the general location,
in terms of choosing beitween alternative regions, is likely to be
determinéd by economic considerations in tnat a region outwith the
spatial profit mergins will be excluded. The steeper the
locational cost gradient the greater the cost differences between
alternative locations and the smaller the area within wnich
profitable productien is possible., 1In response to such a
situation, industry will concentrate within a limited number of

regions, such ags Clydesgide and Dundee in the 1945-51 period.

In contrast, when deciding between places in the same region and
all offering the prospect of potentially profitable production,
theory suggests that since a satisfactory, rather than optimum,
location will be chosen there is a higher probability of the
decision being affected by non-economic considerations. These are
often identified in location surveys as minor factors, but in fact
may be the critical ones at the intra-regional level. There is
also a dynamic aspect to the situation to be considered tecause
theory also indicates that ags spetial cost differences narrow
non-econonic or psycaic cost considerations are increasingly
likely to becoame tae marginal determinants of locatioa. Even if

costis are everywhere equal an even distribution of incoming



industry is improbable since psychic costs and the satisfaction
derived from an area by an industrialist arc likely to vary

spatially.

It has already been shown that the distribution of incoming
industry varied between the four sub-~periods into whica the post-
war era has been divided, with a wider spread of plants throughout
Scotland occurring in the 1960s. The variable cost model suggests
a number of potential hypotneses to explain these changes, of
which the most marked have been the declining attraction of the
West Central region and the growing preference for eastern
Scotland. According to the model this igs a function of the erosion
of spatial cost differentials within the country as a whole, and
especially within the central belt, causing the area within which
profitable production is possgible to widen. This has enabled
incoming industry to consider alternative locations away from the

West Central region.

Any of three possible changes may have occurred. Areas such as
Clydeside and Dundee, which initially dominated the distribution
pattern, may have had their cost advantages totally overturned, so
that firms in these areas now experience a cost penalty relative
to other parts of Scotland. Alternatively, the earlier advantaze
may have bteen eliminated, without becominz negative, so that
spatial production and distribution costs are relatively constant
at least within Central Scotland. Consequently location decisicus
are determined by non-economic considerations. Finally, West
Central's cost advantage may still remain but at a sufficiently
reduced level to be outweighed by lower psychic costs elsewnere.
In the latter two scenarios psychic costs are hypothesised as
becoming increasingly important during the course of the posi-war
era, enabling industrielists to obtain higher levels of

satisfaction in other parts of Scotland.

The main components of cost suggested by the variable cost model
are transport aund production costg and it is necesszry to decide
which varizbles best represent these factors and how they can te
measurcd. Tne thecories indicate that as far as transport costs

are concerned azccess to both inputs (raw materials and componcats)

c
and to marzets (preducer and conswaer) will be relevand
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considerations. The cost and efficiency of the factor inputs

will determine production costg per unit of output and this
suggests that the important variables are likely to be the cost/
availebility of land; labour; capital (assumed here to be fixed
capital investment in the shape of factory buildings, plant and
machinery, the cost of which is reduced by the availability of
suitable premises and of government incentives); and enterprise,
in the form of management skills, which are assumed to be more
cheaply available in areas with low psychic costs. The activities
of local authorities can be incorporated either within land or
capital costs, via taelr provision of serviced sites and factories,
or within the cost of enterprise in that a dynamic local suthority
can crzate a favourable image with an industrialist, thereby
effectively reducing his psychic costs. In addition, costs can be
reduced by taking advantage of agglomeration econcmies, so that
access to large urban arcas is likely to be a relevant factor, but
since the actual benefits are notoriously difficult to quantify

they are discounted. in this analysis.

Consequently the location of incoming industry to Scotland is
hypothesised as being a function of the tanree different cost
elements of transport costs, production costs and psychic costs.
The main constituent parts of these costs will be discussed in the
succeeding chapters, where special attention is paid to changes
within a spatial context in order to consider the implications for

individual areas.
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CHAPTER 4

L en Se s ]

TRANSPORT COSTS AND ACCESSIBILITY FACTORS

4.1 INTRODUCTION

Clasgical location theory depends largely on transport costs for

its underlying rationale to explain why costs or demand vary
spatially. Althougn the principal features of the major theoretical
contributions have been discussed in Part I, certain of their
concepts relating to transport costs are reiterated here because

they are relevant to formulating the hypotheses.

According to Weber (1909) the optimum location is the one where
transport costis are minimised, since production costs are assumed
to be spatially uniforam. Access to boith inputs and market is
important and the cost of movement is proportiocnal to distance and
the welght of the product being moved. Consequently the greater
the welght loss in processing the more important is access to
material inputs, while if a weight gain occurs a market location

will be sought.

The market area approach to location theory advanced by L8sch (1954)
also gave prominence to transport costs and assumed spatially
constant production costs. However, the optimum location was

viewed as the point of maximum demand, and since demand is a
function of market price, which varies geograghically as a result

of trausport costs, a firm is assuned to locate close Lo the

market to minimise transport costs. Greenhut (1956), however, has



arzgued that a market location may reflect a desire to be close to
customers For reasons of market information and contacts, rather

than the need to reduce the cost of transport.

When greater realism is introduced into the simplifying

assumptions by recognising that transport costs are not pro-
portional to distance and that freight rates are not a satisfactory
measure of movement costs (Hoover, 1948), there is a greater
probability that a firm will locate either at the source of inputs

or at the market, rather than at an intermediate point.

4.2 CHAFRGES IN TRANSPORT COSTs OVER TIWME

Despite the significance of transport costs in location theory,
such cogts have decreased in relative importance over time

" (Chisholm, 1966; McCrone, 1969). Paster and more efficient
transport, especially by road, has reduced transport costs as a
proportion of total costs and goocds can now be moved further,
faster, and in larger quantities, allowing economies of scale to
operate. This has led to a sharper decline in costs of moving

bulk goods than of finished goods (Haggett, 1965).

Technological developments have consistently reduced the quantity
of raw materials required per unit of output and components and
semi-manufactured goods are increasingly used as the major inputs,
especlally with the growth of assembly industries (EZstall and
Buchanan, 1973; Riley, 1973). Consequently access to a particular
input has become legss important. In addition the newer and
growing industries, which have been particularly mobile, are
characterised by products wnich are less bulky and heavy in
relation to their value than is the case with the older industries,
witn the corollary that they are less influenced by considerations

of transport costs.
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4,3 SOUE INPLICATIONS OF THESE CHANGES

As a result of these developments a number of studies have
concluded that many industiries choose a new location with 1ittle
regard to transport cost considerations. Klaasen (1965) suggests
that "many industries have become 'footloose' in a sense that
their location in the different areas of a country gives rise 1o
cnly minor differences in production and distribution costs",.

In fact Luttrell (1962) has argued that two-thirds of all
manufacturing might be called potentially mobile and he concluded
that large relatively self-contained units with "full local
management and technical serviceg for day to day operation and
their own production programme can go any distance within the
practical limits of Great Britain"”. Luttrell felt that a firm's
organisational arrangements have a greater impact than transport

costs on the cost of preoduction in different locations.

The Toothill Committee (1961) in their study of the Scottish
economy took the view that transport costs now constitute a
relatively insignificant barrier to eceonomic development since
they represent only about 2%-4% of total costs and can be offset
by lower rent or labour costs in Scotland. Government subsidies,
which are shovn in the next chapter to represent avout 5% of total
costs in the latter 1960s, taerefore outweigh the additional cost
of transport for many indusiries. A similar view has been put
forward by Needleman and Scott (1964), wno argue "Britain is,
after all, a small densely populated island with an efficient and
ubiquitous transport system. The distance beitween tne most widely
separated centres of industry, London and ithe Ceantral Area of
Scotland, is only about 400 miles - an inconsiderable distance
compared with those over which freight is transported within say
the United States ..... (moreover) nigaer transport costs in the
peripheral region may well be mors thnan offset by the lower costs

of other inputs, particularly lower rents, rates and labour costs.

Traditioaal locztion theory suggests that mobile industry will
locate either at tne source of inputs, at the market or a trans-
shipament point but empirical studies provide little support for
this contention. The ILAG survey (1973), for example, snowed toat

Tewer than one firm in four moving to the Assisted Arezs considered
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-any of these factors to be of major importance in their cnoice of
locaticn. Although material inputs consiitute the largest eleuwent
of total costs (Table 4.1), most materials are obtained at a

uniform deliverad price. This means they have no location cost

ih

and therefore exert no influence on the choice of gite.

4.4 ASSESSING THE INPORTALCE O TRALSPORT COSTS

Althougnh transport costs are less important than formerly this

does not mean either than they are insignificant or that industry
ig necessarily less constrained in its choice of location than
previously. After all, as Klaasen {1965) has pointed out, industry
is footloose énly in respect of certain factors than need to be
specified. Industry may be more footlobse only in terms of
trensport costs and not as a general rule, becszuse other Tactors

may then operete to constrain movility.

There are in fact a nunter of reagons for rejecting the view that
transport costs are no longer a significant location factor even
though their relative importence nas declined. It may be mis-
leading to consider them purely in terms of their share of total
costs since this ignores the distinction between basic and
locational costs. The largest elements of labour, capital and
input costs are basic in that they occur in any location and there-
fore exert no influence on the location decision. It can be arzued
that the marginal transport cozts incurred away from the optimun
location should really be assessed as a proportion of locational,
not total, costs. If this is done their relative importance in a
firm's cost structure will increase markedly. In any case, if
other costs are equal transport costs will then become the eritical
marginal facltor and will be significant. ZEven if {ransport costs
are a relatively small proportion of itotsgl costs they nay still ze
large in zbsolute terus and may repressnt a high percentage of
total profits (Sdwards and Towansend, 1953).

But Zdwards (1970) has argusd that evean when conventionally measured

i

a
transport costs are under-estimaied and should be more ithan the 3.5

of total production couts ag mescursd by the vairue ol szles Llod.c.ted



- TABLE 4.1 TOTAL COST SULRIARY (COST CAT=EGORIES AS
PERCENTAGE OF TOTAL COST)
(1) (2) (3) (4) (5) (6)
. Trans- :
. Labour | Capital | Pur- Fuel Other
UK Industry Costs Costs chases port Costs | Costs
costs
Food, Drink &
Tobaeco 14,1 g.1 66.4 4.1 1.6 4.8
Chemicals & Allied 14.1 10.2 64,3 2.6 . 5.2
Metal Manufacturing 20.8 7.7 57.8 2.1 9. 2.2
Engineering & -
Electrical Goods 35.1 11.5 46.6 1.4 L. 37
Vehicles 27.8 6.8 60.2 0.9 1.7 2.6
Metal Goods
(sundry) 22.9 6.8 64.0 1.6 1.9 2.8
Textiles 23.0 8.2 62.6 1.2 2.4 2.6
Leather Goods 20.9 6.5 66.8 1.2 1.5 3.1
Clothing & Footwear 31.4 6.1 57 .2 1.0 0.8 3.5
Bricks & Pottery 32.1 13.4 33.1 7.5 9.6 4.3
Timber & Furniture 30.7 4.6 56.3 3.3 1.3 3.9
Paper & Printing 34.4 11.4 43.5 3.1 2.9 4.8
Other lanufacturing 259.1 8.2 53.6 2.1 2.6 4.4
Construction 44,5 5.4 41 .4 3.0 1.0 4.6
Distributive Trades T74.6 25.4
Miscellaneous
Services 76.6 23.4
SOURCE: licody and Smita (1973)




in the Census of Production. This is becauge further transport,
usually by the distributive trade, is required before the product
of an industry is consumed and there is some double counting in
the sales [igures but not those for transport costs. Edwards
claims that transport costs constitute about 74 of value added and
if distribution costs are allowed for then it is likely that
transport accounts for at least 9% of the total cost of producing
and distributing. This figure is about three times as high as the

one suggested by the Toothill Committee (1G61).

It also seems likely that transport costs as conventionally
measured greatly understate the true costs of distance because,
as Xlaasen (1965) argues, "the concept of distance to be bridged
in a physical sense does not in many cases coincide with the
concept of distance that is implicitly or explicitly used by the
entrepreneur". Klaasen feels that communication costs, which
include time, are likely to be more relevani to decision making
because "the importance of direct, quick and often personal
contact with related activities, business services, retailers,
wholeszlers and bankers may exert such a decisive influence that .
costs of physical transportation are, relatively, of nezligible

importance".

Communication, rather than transport costs, are basic to the concep
of agglomeratior economies, which were recognised, although
understated, by Weber (1309), who thought they were only critical
where neitner transport cost savings nor labour cost differentials
were dominant (Ricaardson, 1959). It is within this context tnat
studies by Cazneron and Clark (1966) and Cameron asnd Reid (1966)
need to be viewed. They snowed that distance is a Tactor which
exerts a significant influence on mobile industry's choice of a
new location. For an assembly industry, in particular, there are
advantéges in veing in daily ceontact with suppliers of materials
and components, and for a wide range of industry access to market
informatiocn by personal contacts is also of considerable
importance. The lack of such face to fuce contact can adversely
alfect szles and tnecrefore revenue. The fact thzt incoaing plants
originate outwith 3cotland suzgests that communications between
parent estabvlishmenls and their Scottish unit are likely to be

particulerly sisniiicant in terass of administrative and mana_ericl

T



convenience. NManagement control may be impaired or require a
duplication of facilities, both of which impose cost penalties.
Such problems may be reduced if the location enjoys urbanisation
economies such as STD telephone links, Telex, Confravision, main

line rail terminals aad airport facilities.

Cameron and Clark (1966) concluded that accessibility was one of

the thnree location factors of particular importance to moblle
industry and that companies sought to establish units in the nearest
sreas with sultable supplies of labour. They found that Merseyside
and South wWwales were the Assisted Areas most favoured on
accessibility grounds and this is reflected in theilr success in
attracting mobile industry which originated in the UK (Howard,
1968). By contrast, Scotland, which was regarded as "remote", has
been much less successful in obtaining such employment in comparison
with its share of Assisted Area unemployment (Cameron and Clark,
1966). The critical Tactor, according to Cameron and Reid (19&6)

is not the absolute, but the comparative cost of transport in
competing locations, so that "there is little point in minimising
the ilmportance of the incremental costs associated with a Scottish
location if other assisted area alternatives exist which make

additional costs appear to be comparatively large".

The fact that Scotland's distance from the main industrial centres
of Britain is perceived to be its major disadvaniagze relative to
competing areas 1s shown in the studies by Cameron and Reid (1966)
and ILAG (1973). Cameron and Reid stressed tnat Scotland's
geographical position in relation to the main origin areas of
mobile industry and to the main marketls and suppliers put the
country at a relative disadvantage in attracting English based
firms and it wes tne most frequently mentioned defect of a
potential location in Scotland. The ILAG survey corroborated this
view and found taat 38% of firms rejecting 3cotland did so for
réasons of communication costs, in terss of moving personnel and

1

information, while 337 rejected it because of the d¢ifficulty of

moving goods, as reflected in transport costs.

The effect of distance considerations on mobile industry led
Caneron and Clerk (1966) to conclude that "the general geographic

pattern is thne wmailn centres ol inuustry spreading owiwerds, with



the distant peripheral areas receiving weasker and weaker waves of
job creation". Additional statistical evidence to support the
hypotnesis that a distance decay function affects mobile industry
has been produced by Keeble {1972) and Sant (1975), who both show
there is a significant negative correlation between tne amount of
industry moving into an area and its distance from the place of

origin.

4.5 THE TuPLICATICON OF ACCESSIBILITY PACTORS FOR LOCATIONS

WITHIN SCOTLAND

Since both theoretical and empirical evidence show that distance
exerts an important influence on the locations selected by mobile
industry, it might be expected tnat those areas of Scotland
furthest from the main transport routes or centres in the
communications network would attract the least industry. The
central belt of Scotland enjoys an accessibility cost advantage
‘since it contains the bulk of Scottish industry and population,
and the West of Scotlaad is particularly favoured in this respect.
It is the main focus of both internal Scottish and external
communications, being the destination of the prime road and rail
links with England. It possesses both 2 major natiocnal (Glasgow)
and an international (Prestwick) airport and vrovides a wide ran.e
of industrial inputs and marxets, togetner withn a couaprenensive

array of commercial and business services.

Consequently the West of Scotland's decreasing attraction for
incoming industry during tne course of the 1960s seems unlikely to
be explicable in terms of unfavourable accessibility costs relative
to the rest of the country. Within Scotland the opeaing of tne
Forth road bridge in 1964 bensfitted Fife in particular, althous:
the advantage was probably less in terms of reducing transport costs
for mobile industry, and more a result of its effect upon personal
and psychic costs. Fife no longer appeared tc be out on a limb

and it was brougnt more effectively within tne city rezion of
Edinburgn, enabling the county to benefit from the city's

favourable imag e. However, the bridge is unlikely (o have adversaely



affected Clydeside's predominance within Scotland's communications
network. In fact during the study period this dominance is likely
to have grown as a result of improvements to road, rail and air

transport.

4.6 THE EFFECT OF TRANSPORT COSTS ON INDIVIDUAL INDUSTRIES

The influence of transport cost considerations is likely to vary
from one industry to another, with different implications for their
location preference within Scotland. In itself, the process of
industrial mobility is likxely to be selective because those
industries most affected by transport costs are the least likely

to meve to Scotlend, whereas those which come are likely to be the
least affected. DNonetneless there are likely to be different
preferences shown towards locations according to their
accessibility cost advantages and to whether transport costs bear

most heavily on the inputs or finisned products.

Edwards (1970) has identified those industries which are the most
likely to be constrained by transport costs in their choice of
location by ranking them accordinz to the importance of such costs
in relation to net output (Table 4.2), while iiocody and Smith (1973)
have calculated transport costs as a percentage of total costs
{(Table 4.1). These show tnat building materials, food, drink and
tobacco, and timber and furniture are the most affected, while
clothing, vehiclesg, saipbuilding and en.ineering, and electrical
goods are tne least coastrained by transport costs. Edwards then
ranks industries on the basis of cost per ton-mile and shows that
those ranked highly are not necessarily those where transport costs
represent a nigh proportion of production costs. This is because

their impact may be offset by a high value added.

The Census of Production figures used by Edwards (197C) do nct

indicate wnet.aer inputs or finisned goods bear thae brunt of

bl

transport costs, but it is possitle to attempt this distinction by
reference to the ILAG survey (1973). In tne former categcry are
food and drink, buildin_ materials,, and chewicals and in the

latter Lullding materiels, paper and printing, food and drink, and



TAELE 4.2

MAYUFPACTURING TIUDUSTRIES RANKED ACCORDING TO

62.

L

byt

4

IMPORTANCE OF TRANSPORT COST IN RELATION TO NET OQUTPUT
1. Bricks, pottery, etc.

2. FFood, drink, tobacco

3. Timber, furniture, etc.

4. Chemicals and allied

5. Metal manufacture

6. Paper, printing, etc.

T. Metal goods n.e.s.

8. Other manufacturing

9. Leatner, leather goods, fur
10. Textiles‘

11. Engineering and electrical goods
12. Clothing and footwear

13. Venicles®

14, Snipbuilding®*

* Indicates industries abnormal in their transport needs.

SCURCE: Idwards (1970)
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timber and furniture. There is a conflict in these findings in
that two indusiries appear in both groups. However, SIC industry
groupings conceal major differences within them which might explain
these results. For example, food processing is likely to be
located close to tae food producing areas or at a port, whereas
drink is likely to be market crientated given the weight gain in
production. Similarly with building materials, bricks are usually
produced at the source of clay, whereas glass will probably be made
cloge to the market gilven its fragile nature and the difficuliy of
transporting it. In the case of a product such as cement, the
actual site will probvably be at the mincral source, whereas the

general location might be determined by accessibility to market.

The location patterns of these industries can be examined according
to whether or not they selected an Assisted Area location. Prior
to 1965 the Assistéd Areas, with the exception of the Highlands,
were moslly corfined to areas accessible to the major markets
within Scotland, notably Clydeside, Dundee, Fife and West Lothian.
Therefore establishments locating for market reasons would be
indistinguishable from those more "footloose" (in terms of transport
costs) industries locating in similar areas in order to obtain
government assistance. Those mobile industries under-represented
in the Assisted Areas are likely to have faced serious cost
penalties there, despite the provision of government sucsidies.

The cost penalty presunably relates to the cost of obtaining
inputs, given that most other factor inputs were more readily

available in the Assisted Arezs.

There 1s support for this hypothesis in the case of the food
industry becsuse between 1945 and 1965 only 61% of the immigrant
establishments located in the Assisted Areas, compared witn 815 of
all mobile plants. The difference is significant at the .C5 level
Tor a Chi Square test, which suggests that the food industry was
cdnstrained in its choice of location in Scotland by its need Tor

access to inputs.

There wes ingufficient evidence to sugrest thst the building
material industry zuffersd similar constraints to the sane extent,
because altnough it was under-represented in the Assisted Areas,

the nuacers invelved were too small for signilicant concluziong
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"to be drewn. Perhaps not surprisingly, the chemical industry
displayed & preference for the Assisted Areas similar to that of
industry in general. As the inputs were less frequently Scottish
based, unlike the food or building material industries, tnere were
different constraints operating. The most important of these were
specialised site requirements and port access, both of which could

frequently be met in the Assisted Area (ILAG, 1973).

Another industry that displayed an above average reluctance to

take advantage of government subsidies was textiles, where only
59% (19) of the plants located in an Assisted Area. This differed
significantly (at the .0l level) from the oversll industry pattern.
The reason seems (o lie with industry specific agglomeration (ie
localisation) economies. Incoming textile establishments displayed
a sitrong preference for the tradiiional textile areas, especially
the Borders and Central Ayrshire. ILAG (1973) showed that

textiles differed from most otaer industries in their emphasis on
labour, the availapility of industrial and commercial services and
manazerial considerations such as "maintaining contacts". The
traditional textile areas provided skilled labour, services geared
to the industry's nceds and contacts with other firms in the

industry.

A final exzuvple where transport costs appear to be relevant in
explaining the locations selected within Scotland is the clothing
industry, which was the only sector to be significantly over-
represented in the Assisted Arezs within Scotland. ZRetween 1945
and 1965 they atsracted about 94i! of the clothingz plants. This
number was significantly (.0% level) greater taan that expected on
the basis of the overall pattern for industry. Reference to Table
4.1 and to ILAG (1973) indicates not only that transport costs are
a very small proportion of net output, wut that access +to both
inputs and to markets i1s less important than for any other industry
group. Consequesailly the lack of accessibility constraints meant
that clothinz estaclishments were particularly foctloose, in the
conventional transport cost sense, and they werc therefore able fo
select locations where they could take advanta_e of government

subsidies.



CHAPTER 5

v

GOVERNMENT POLICY AND THE

LOCATION OF INDUSTRY WITHIN SCOTLAND

5.1 [NTRODUCTION

The effectiveness of government regional policy can be assessed in
terms of either its impact upon the generation of additional
economic activity and employment or its influence upon the
destinations chnosen by immigrant industry. Although both factors
are discussed in the course of this chapter, the prime concern is
with the latter consideration in terms of identifying the reasons
why firms have chogen Scotland, and in particular why they have

been attracted to different parts of Scotland.

The effect of government financieal inducements upon the relative
cost advantages of different areas 1s discussed because, as HcCrone
(1969) has pointed ocut, "the purpose of the inducements is to
attract development to locations where resources are available and
this can best be achieved by influéncing tne costs of operating in
those locations". Juch changes in spatial comparative costs are of
particular interest in the context of tne varizble least cost model,
which has been used to generate tne hypotheszes to explain the
changing destinations within Scotland selected by incoming industry.
The chapter begins by discussing now governmeant financial induce-
ments can ve incorporated within the theoretical framnework and then
considers some of ilhe main policy instruments in order to assess
their offecct on costs. It then proceceds to concider the implicationo

o~

for differenl areas and particular industries within Scotland.



5.2 THE THEORETICAL CONTEXT OF GOVERNUENT POLICY

Government policy has incorporated basically two approaches
(lcCrone, 1969). There has been the negative one of controls on
industrial building in the more prosperous areas, primarily by
means of Industrisl Development Certificates (IDCs) and the positive
one of providing financial incentives for firms expanding in the
Assisted Areas. Although the latter is of prime interest in the
context of this study, both can be incorporated into the modified
least cost theoretical framewcork. This is because building
controls can effectively make the cost of a factory infinite if
permission is refused, while financial inducements are designed to
reduce costs in the Assisted Areas. They have the effect of
either increasing the profit obtainable in places within the
spatial profif margins or of bringing new areas within the margins
by changing a loss making situation info one of profit (Smith,
1966).

This is 1llustrated by means of space cost curves in Fig 5.1,
which is based on Smith's (1966) work. In the area between X and
Y a firm would bte making a loss, so that to reduce costs below

the average revenue (price) line it is necessary to have a subsidy

of at leat £p per unit ocutput in the case of the hizhest cost

locaticn at X. In order to bring costsz at X down still further
and into line with those at Y an additional subsidy of £q is

required. Buch a situation occurs in practice because the level
of government assistance varies according to the designation of

the area (Intermediete, Development, Special Development Area).

The esuccess of policy, therefore, will be closely connected with
the impact of subsidies upon costs in the Assisted Areas for if
financial incentives are pitched at too low a level taey will
exterd the spatial profit margins insufficiently to incorporate
the desired arcas. In Fig 5.2 a subsidy of £20 per unit output
will extend the masrzin from Hi(q) to M(B)’ but the area between X
and Y will still be unprofitable and coasequently will fail to
attract mobile industry even thoush government assistance is
available. A furtner subsidy of apout £60 per unit output would

be needed %o turn X into a profitable location.
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5.3 THE HATIN POLICY ILUSTRUMENTS AND THEIR EFFICT ON COSTS

The evolution of regional policy has been discussed in detail by
MceCrone {1969) and ifcCallum (1972) and will not be reviewed in
detail here, other than to identify the main instruments of policy
in order to assess thelr effects on the relative costs of operating

in the Assisted Areas.

In the immediate post-war period of 1946-51, as Cameron and Clark
(1966) have pointed out, there was a strong desire to expand
output to meet the consuwaer expenditure boom expected to arise
with the 1ifting of wartime controls and as a result a large
volume of industry was potentially mobile. A shortage of factory
space owing to war damage and restricted wartime investment on
factory modernisation enabled the Government, by use of IDCs,
building licences and controls over the allocation of scarce
building materials, in addition to the release of former munition
factories and thne construction of advance factories, to exert a
powverful influence on industry's investment decisions. Consequently
the cost subsidy represented by the availability of a government
factory was extremely large given that the likely al ternative was

no factory at all.

Wartime controls were lifted in the early 1950s, no further advancs
factories were built and IDC policy was extremely lax (ilcCrone,
1969). This weakening of regional policy meant that the cost
advantages obtainable in the Development Areas were more limited
and restricted largely to the readier availability of serviced
sites and government factories elther released by a previous tenant
or newly built to a firm's requirements (Cdber and Bowden, 1958).
Moore and Rhodes (1972a) contend that the provision of factory
premises represents a large hidden subsidy, which is a part of
regional policy. They concluded tnat the subsidy elementi is
equivalent to 757 of the cost of the building since the discounted
present value of rents payable in 21 years was only about 257 of

the construction cost.

A more active period of regional policy began in the early 1960s
(ifoore and Rhodes, 1973a). DNew financial incentives were introduced

by tae 1960 Locsl Zuployment Act in the form of building srants,



the size of which depended on a somewhat complicated formula and

-t

BOTAC advice, although it averaged 17X in the Development
Districts (llcCrone, 1969). It was elso possible to obtain BOTAC
special grants and loans if certain cost per job limits were met.
Viilson (1964) nas calculated that the value of government
incentives represented, on average, a differentisl in favour of
the Assisted Areas equivalent to about 10% of capital costs or
about 2% of total costs, assuming annual capital costs are

equivalent to 207 of total costs.

The incentives were simplified.by the 1963 Finance and Local
Employment Acts, which introduced a standard 25% buillding grant,
a 10% plant and machinery grant and accelerated depreciation
(IcCrone 1969). This has been estimated by Wilson (1964) as
being equivalent to a subsidy in favour of thc Development
Districts equal, on average, to 12% of capital costs or 2.4% of

total costs.

Expenditure on regional policy was greatly increased in the 1966
Industrial Development Act, which retained 25% building grants

but introduced Investment Grants of 40% for new plant and machinery
(45% in 1967~68). This gave a marginal cost advantage to the
Assisted Areas worth, on average, about 15% of capital costs
(Wilson, 1967). 1In addition, a subsidy to labour was introduced
for the first time in 1967 in the form of the Regional Employment
Premium (REP) paid to manufacturers at the rate of £1.50 per week
for each male employee, which approximated tc 7%% of wage costs
(iicCrone, 1969). According to Wilson (1%67), "at a rouzh guess,
therefore, tne combined effect of the capital grants, BOTAC
assistance and the employment premium may be put at 5% of the

total costs of a profitable firm which has been following an active
investment policy". The split between the three types of

assistance is about 37, 0.5% znd 1.57% respectively.

If the BOT.AC sssistance iz assumed to be worith a constant
proportion (C.57) over time the vealue of subsidies as a percentage
of total costs in eacn period can be estimated as 2.5 (1960-62),
9 (1963-65) =nd 5,0 (1566-7C). Tnese

lower than those made by Thomas (1%71), wao suggests the

)

estimates are slightly

Developuent Areas had an annual operatiag cosi advantz.c of 5.5



over non-assisted areas between 1966 and 1970, compared with 3.6
in the 19063-65 riod. Nonetneless tney provide an aporroximate
indication of the poitential cost advantages enjoyed by an Assistea

Area location compared witn one elsewhere in Scotland.

Another innovation in 1967, apart from REP, was the cr:ation of
Special Development Areas in a limited number of places severely
affected by the closure of coal mines and where alternative job
opportunities were very limited. Their appeal for juncoming
industry was limited, so that to bring them within tae spatial
rofit margins of more firms they were given especially favourable
cost subsidies by means of a 35% building grant, assistance to
cover operating costs and a five year rent free period for

government factories (McCrone, 1969).

5.4 THE THPACT OF GCOVERNLENT ASSISTANCE ON LOCATION DECISICHS

A number of studies have been concerned with the impact of regional
policy and have concentrated on three main issues, namely the
generation of industrial movement, employment growth in the
Assigsted Areas, and the attraction of industry. The factors
generating movement have been identified using both interview and
statistical techniques. The imoportance of output and employment
expansion has been noted by Cameron and Clark (1966), Keeble (1%E3)
and ILAG (1973), while ioore and Rhodes (197%) examined the
importance of regional policy relative to other factors in
generating movement to the Assisted Areas. They also considered
the impact of the individual policy instruments and concluded that
on average 80-90% of moves can be attributed to regional policy
measures., These conclusions have been challenged by Asheroft and
Taylor (1976), who argue tawt the effect of regional policy is
over-estimated. A slightly different approach has teen adopted by
Sant (197%), who analysed why individual regions generate differsnt
volunmes of movement. Sant concluded that the main factors
reéponsible zre the size of the origin aresas as mezsured by their

manufacturing employment and areal extent, the density and relativ

(D

importance in spatial terms of their urban arcas, and the regions'

industrizal structure




doore and Rhodes (1973a) have sought to estimate the employment
generated in the Assisted Areas by regional policy between 1963
and 1970. They identify a net contribution of between 200,000

and 250,000 jobs (30,000-35,000 per annum), after allowing for
multiplier effects. Using a different technique Brown (1972)

has obtained broadly similar results, arriving at an estimated
policy effect of some 35,000 jobs per annum. Such results suggest
that government inducements and controls can significantly

stimulate employment growth in the Assisted Areas.

Studies of the specific influence of incentives upon the location
decigions of mobile industry, as opposed to firms already in the
Agsisted Areas, support the theoretical argument that by spatial
selectivity in subsidising costs the attraction of certain aress

to immigrant‘industry can be enhanced. The ILAG survey (1973),

for example, showed that the availability of government inducements
is one of the two cutsianding factors deciding a fira in favour of
moving to Scotland, and Forsyth (1972) has shown that this is also
an importsnt consideration with USA firms moving into Scotland.
Sant (1975) found strong evidence for the effect of interventionist
policies designed to influence the destinations chosen by mobile
industry. From this, Sant argued that it can be inferred that woen
such policies are in operation the location psitern can be predicted

with some confidence by observing where they apply.

These findings help to explain why Scotland is chosen instead of

a non-assisted area, but not why it was either preferred or rejzcted
when the competing locations are also eligible for government
asgistance. Some of the possible explanations for this are
discussed in the rest of Part II. They provide support for the
argument that financial incentives extend the area within which

it is profitable for a firm to operate. Therefore incentives are
particularly imvortant at the international or inter-regional sczle
of location decisioan making when thney focus the search for a naw
site upon the Assisted Areas. However, sucn inducesients are
ir;elevantAwhen the next spatial scale of decision maxing comes
into operation, since all the Assisted Areas offered equal cost
subgsidies during the study period, with the exception of the cmell
Special Developmént Arceas from 1967. This is recogniscd by Cuascion

and Clark (1966) and, o a lesser extent, by Xeeble (1972), since



they arc concerned only with this geographical scale of movement,
thereby allowing the effect of regional policy to be held

spatially constant. Keeble, in fact, explicitly assumes that
government inducements are "most unlikely to account for spatizl
variation in movement within the set of peripheral areas". But
such an assumption can be disputed, at least in the Scottish
context, Lecause it is argued that when only certain parts of a
region are eligible for assistance the availability of financial
incentives can then become significant at the intra-regional level.
Bdt, as the coverage of the Scottish Assisted Area increases so the
effect of regional policy on location decision diminisnes, finally

vanishing when the whole country enjoys Development Area status.

5.5 GOVERITLENT AS3ITSTAICE AND THE LOCATION

OF INDUSTRY WITIIN SCOILAND

The effect of regional policy is most pronounced and has been most
studied at the inter-rezional scale, where it is a major
explanation for the movement of industry to the assisted regions.
However, its influence on the choice of locations within areas such
as Scotland has received less attention, although much of the
country was ineligible for government assistance until the mid-
1960s. From Table 5.1 it is apparent that until 1963 between 36
and 45% of the country's insured employzes were outwith the
Assisted Areas and the proportion remained as high as 28% until

1966.

As a consequence of the lower costs made possible by the
availability of government incentives, the Assisted Areas within
Sqotland should be more atiractive to incoming firms tnan elsewhere,
although their relative appeal is likely to fluctuate depending cn
their marginal cost advantsge. Since it was lowest in the 19%0s

thg Assisted Areas' attractiveness for incoming industry is liable
to have grown during the 1960s, particularly after 1965, as a
result of the increazsed cost subsidy to firms expanding in the

Development Areas.
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TABLE 5.

1 ASSISTED AREAS'

ACTUAL AND

EXPECTED SHsRE OF

T IGRANT INDUSTRY IN EACH PERICD

Expected Number Expected Rumber \ T o o .
(Ins Empleyees Hethod) (Unemployment Method) Actual Humber of Actual Snhave of
Aks' Share Chame o
Period | of Insured wermwwH(mmw Employment QOQ) Enployment ©0Q) Employment (000) Lrployaent
| Employees plLoymen .
Estabs Estabs Estabs Estabs
End of | .. _. End of | ., . End of |, __. nit of
Period | naximum Period | Maximum reriod ¥Maximum Period
1.945-51 55. 4% 63.5% 80 14.0 34.9 G1 16.0 38.1 117 23.3 58.7 81.37 | 97.47 3.’ m
1852-39 55.4% 60.5% 42 7.8 16.5 45 9.8 19.0 52 12.0 24.1 69.3,0 | &4.5. 1 CO0.€T
(1961) 63.77 76.51 86 15.2 25.3 103 18.3 30.4 ) )
1G60-65 117 21.7 3%.9 85.77 | 9G.s G2
{1963) TL.8% 8l.47 97 17.1 28.6 110 19.4 32.4
1566-T0 89.8% 95.3% 153 17.1 21.9 163 18.2 23.2 170 19.0 24.4 100.04 {100.07 | 100.C
HOTES : . The 1945-51 share is bagsed on 194Z fipures.

1
2, The 195
3

2-59 share is based

. The 1960-65 share is based
increzse in size of

4. The 1966-70 share is based

to ths

on 1954 Tigures.

on both 1§

on 1966 figures.

1943 figures owing
Assisied Areas during the period.



Any attempt to test these hypotheses is complicated by changes in
the boundaries of the Assisted Areas. If they had remained constant
any rise in their share of incoming industry could perhaps be
attributed to the increase in financizl assistance, assuming that
other explanatory variables stayed coanstant. In fact their
boundaries have steadily extended since 1959 away from the

immediate post-war core region of Clydeside, with outlying areas
around Dundee and Inverness. Between 1945 and 1959 the Assisted
Areas contained about 63% of the unemployed and 557 of the insurcd

employees in Scotlend (Table 5.1).

In 1960 the definitional basis of the Assisted Areas was changed
to coincide with Employment Exchange boundaries since the new
Development Districts were designated on the basis of taeir
unemployment (McCrone, 1969). Between 1960 and 1963 the area
eligible for financial assistance was extended across the central
belt of Scotland into Fife, as well as southwards to Stranraer
and northwards to cover the whole of the Highlands and Islands,
with outliers in North East Scotland. In 1963 the Development
Districts accounted for 81% of Scotland's unemployment and 72% ol
its dnsured cemployecg, but these progortions were to rise to 967
and 90% respectively in 1966, when the boundaries were further
enlarged and the term "Development Area" was reintroduced. Only
tne Edinturgh, Leith and Portotello bxchange areas were excluded

from assistance.

One method of identifying the sffect of government regional policy
within Scotland is to compare, by wmeans of a Chi-Sguare test, the
actual volume of incoming industry attracted to botn the non-
assisted and the Assisted Areas with a notional "expected" figure
based on their share of Scotland's insured employees. Table 5.1
compares the actual and expected amount of industry aand Table 5.2
shows that the difference between thew was significant in every
period, although it was least proucunced between 1952 =z2nd 1859
when regional policy was at its weakest. This supvorts the
hypothesis that the Assisted Areas enjoyed important cost
advantages which significantly improved their ability to attract

incoming industry.



TABLE 5.2

THE SIGNIFICAWCE OF THE DIFFERENCES BETVEEN THE

ACTULL AWD

CAZICTED LISTRISUTICH OF

IGDUSTRY TN ThE ASSISTE

AND NON-ASSISTED AREAS I

EACEH

PERIOD

Level of Significance:
sxpected Figures

Level of Significence:

. Expected Figures

Feriod Derived by Insured Derived by
Employee Hethod Unemployment dethod

1945-51 .00L .001

1952-59 .02 -

1960-65

(a) 1eé1 .C01 .01

(b) 1963 .0CL -

1966-70 .001 01




The 1966-70 period is sowmewhat peculiar in that all the immigrant
industry went to the Development Area. This, even allowing for
the fact that by this time most of the couniry had Assisted Area

status, is significantly greater than expected (.00l level).

An alternative explanation for the Assisted Areas' relative success
in attracting industry at the expense of other parts of Scotland is
that they enjoyed a competitive advantage, not so much from the
availability of financial incentives as from the presence of other
cheaper or more efficient factor inputs. The quality of the labour
resources is particularly important in this respect, as the next
chapter shows, and it is possible to examine the contention that
their attraction for mobile industry has been a function of labour
availability rather than government assistance., If unemployment

ig agsumed to be a satisfactory measure of the labour supply, then
the actual volume of industry locating -in the assisted and non-
assisted parts of Scotland can be compared with the expected
quantity, based on their respective shareg of unemployment in
Scotland (Table 5.1).

This hypothesis is tested and rejected as the major explanation

of success in attracting industry because in every period, except
for 1952-59, the amount of industry moving into the Assisted Areas
was significantly larger than expected, even after standardising
for labour availability (Table 5.2). The results, however,
indicate that some modification is needed to the initial findings.
They suggest, for example, that in the 1950s, once the labour
supply advantages of the Assisted Arezs are taken into
consideration, the cost advantage from government regionsl policy
was insufficient to exert a significant diversionary effect on the
flow of incoming industry towards the Assisted Areas. This
supports the hypothesis that during this period the influence of
government inducements on the choice of location in Scotland wes

weakest.

Another qualification is that in the 1960s part of the reason for
the Assisted Areas' attraction lay in their abundant labour supply,
because once this is allowed for the significance level falls, and
actually vanishes if the expected share is based on the high

unemployment year of 1963,



[

The jmmediate post~war period is comparable to the early 19603 in
terms of the share of incoming industry lcocating in the Assisted
Areas, but as their boundaries had been increased it cen be argued
that the diversionary effects were relatively greater in the
earlier periocd. Support for this also comes from the finding that
the difference between the observed and expected volume of
industry was more highly significant (.001 level) for the 1945-51
period than between 1960 and 1965 (.01 level) after allowing for

labour supply factors.

In Table 5.1, the amount of industry is measured in terms of the
number of plants and by both the maximum employment provided and
employment at the end of the period. If the latter is used, then
the Assisted Areas attracted about 7,300 more jobs than expected
(1,050 per year) between 1945 and 1951, falling to 2,180 jobs

(270 per annum) between 1952 and 1959, rising again to 2,250/3,400
jdbs (380/570 a year) between 1960 and 1965, The final period saw
only an extra 780 jobs (160 per annum) but, as has been shown, the

Agsigted Areas attracted gll the new industry.

The decreasing number of additional jobs attributable to financial
incentives, on the assumptions stated, provides evidence for the
earlier argument that as the size of the Assisted Area grows the
impact on intra-regional location decisions diminishes. Once most
areas are able to offer similar cost subsidies, none enjoys any

advantage over the others.

5.5.1 The Impact of Government Assistance on the Attractiveness

of Individual Areas

The impact of government inducements on the locations chosen within
Scotland can be examined in more detail by comparing the amount of
industry attracted by an area both before and after it became
eligible for assistance., A marked increase suggests that its

attractiveness to immigrant industry was significantly enhanced.

This is well illustirated by Fife in Table 5.3. Prior to 1962, when

the whole of south Fife becuame a Development District, the county



TABLE 5.3

THE EFFECT OF ASSISTED AREA STATU3S ON AN AREA'S

ATTRACTION TO &IOBILE INDUSTRY

Period Share of Immigrant Industry
1) Pre AA Establish- Maximum 1970
2) Post AA ments Employment | Employment
— ¢/
Pife 1) 1945-61 3.3% 2.6% 3.3%
2) 1962~70 16 .59 %% 19.3% 20.8%
Falkirk/ 1) 1945-62 1.1% A% 0.5%
Grangemouth | 2) 1963~70 9, 3%**% A% 10.2%
1) 1945-65 3.1% 1.3% 1.4%
Borders 2) 1966~70 8., 2% ** 3.8% 2, 9%
Special 1) 1962-67 3.3% 3.0% 3.4%
Develo t "
Ai:;g pren 2) 1968-70 8.2%x 4.0% 4.6%

NB The increase

at the:

* .05 level (Difference of proportion test)
*¥ .01 level (Chi Square test)
#%¥%x 001 level (Chi Square test)

in the number of establishments was significant




~attracted only 3.3% of theAimmigrant plants moving into Scotland,
and only 2.6, of the employment (at maximum). After becoming an
Assisted Area it could boast dramatic increases in these figures

to 16.5% and 19.3% respectively. The volume of industry moving
into Fife increased nearly sixfold after 196l, whereas in Scotland
as a whole the number of establishments slightly more than doubled.
The differences are highly significant (.00l level) and confirm
that Fife's attraction to incoming indusiry grew significantly

after it became a Development District.

Several other areas experiencéd a similax increase in immigrant
industry once they became Assisted Areas, particularly the Falkirk/
Grangemouth area, the Borders, and the Special Development Areas
(Pable 5.3). The Special Developuent Areas are especially
interesting because between 1962 and 1967 they were all Development
Areas, but once the inducements were substantislly increased the

number of plants moving to them increased significantly (.05 level).

It seems probable, on the basis of this evidence, that the changing
distribution pattern of incoming industry within Scotland can be
vartly explained by the effect of government financial inducements.
They allowed the reciplent areas to enjoy cost advantages over
competing locations. Consequently the extension of the Assisted
Area away from Clydeside allowed firms to operate profitably over

a larger part of Scotland than formerly. The cost advantages
previously enjoyed by Clydeside, Dundee and Inverness were no
longer confined to these areas and as a result a wider distribution
of incoming industry was to be expected after 1959. This raises
the question of whether the relative shift towards the east of
Scotland has been excessive, or whether it was to be expected when

spatial cost differentials were reduced by government policy.

5.6 THE EFFECT OF GOVERNAENT POLICIES ON INDIVIDUAL INLDUSTRIES

Once it has been established that priority from government policy
enables an area to attract a disproportionately large share of
Scotland's incoming industry, there reuains the question as to

whether all types of industry are equally influenced in their choice



of location., There are theoretical reasons for expecting
differences between industries because government incentives have
for the most part taken the form of subsidies to capital (REP

being the major exception). It might be expected that those
industries in which capital costs represent a larger than average
part of total costs would be particularly attracted to the Assisted
Areas since their costs would be the most heavily subsidised.

Brown (1969) has in fact shown that the more capital intensive an
industry is, the larger the proportion of its investment that will

be undertaken in a Development Area.

Table 5.4 shows that the industries where capital costs were the
highest proportion of total costs (over 10%) were bricks, pottery,
etc; engineering and electrical goods; paper and printing; and
chemicals and.allied industries. Howeyer, there ig no evidence to
show that these industrles displayed a greater than average
preference for an Assisted Area location in Scotland. This is true
of any particular sub-period as well as 1945-65 as a whole

(1966~70 is excluded because no firms located outwith the
Development Area). About 82% of establishments in these sectors
located in an Assisted Area, and this is similar to the figure for
all industries. ILAG (1973) has shown, in fact, that there is no
obvious relationship between attitudes towards government
assistance and the proportion of total costs represented by capital
investment. The survey identified the industries giving greatest
weight to incentives as vehicles, textiles, clothing and footwear,
and electrical engineering. Those least influenced were paper and
printing, timber and furniture, bricks and cement etc, and food,

drink and tobacco,

This finding is not really surprising when the various components

of capital cost are considered. Between 1945 and 1959 government
incentives primarily took the form of subsidies to sites and
factories, rather than to plant and machinery. This meant that
industries such as chemicals, with high capital expenditure on

plant and machinery, obtained relatively little adventage from an
Assisted Area location. Table 5.4 shows the principal elements of
capital expenditure in 1963 by industry and identifies those
industries wost iikely to benefit from regional policy because their

expenditure on buildings and lend is relatively high. Timber and



TABLE 5.4 COMPONENTS OF CAPITAL EXPENDITURE BY INDUSTRY 1963
% of Capital Expenditure on
SIC
Order New Land & existing Plent & Vehicles
buildings buildings machinery )
3 20.2 4.0 67.2 8.6
4/5 15.9 1.2 76.4 6.5
6 17.9 1.3 7.9 2.9
7/8/9 19.2 5.8 66.6 8.4
10 30.4 3.8 60.9 4.9
11 27.9 2.1 66.4 3.6
12 19.3 6.7 62.6 11.4
13 10.8 3.5 78.9 6.8
14 17.7 8.8 50.0 23.5
15 18.5 8.2 49.3 24,0
16 19.0 3.6 61.3 15.7
17 26.6 9.8 34.6 29.0
18 19.3 5.5 66.5 8.7
19 16.2 3.6 72.0 8.2

* SIC Groups converted to 1968 classification

SOURCE:

1963 Census of Production




furniture, shipbuilding, vehicles, instrument and electrical
engineering, clothing and footwear, leather goods and metal goods
all devoted 25% or more of their capital expenditure to buildings
and land. Shipbuilding and leather goods were not represented
amongst the immigrant industries that came between 1945 and 1965,

g0 the hypothesis can be redefined to exclude them.

There was evidence that between 1945 and 1951, when government
policy was most actively dependent on providing (ie subsidising)
factories and sites, these industries displayed a greater than
average preference for the Assisted Areas. About 91% of plants in
these industries located in the Development Areas compared with

B1% of &1l immigrant establishments. The difference, based on the
actual number of plants, is significant at the .05 level for a Chi
Square test. The 18952-59 period produced no support for the
hypothesis, reflecting the relaxation of government regional policy

as well as the smeller number of immigrant establishments.

In the 1960s the subsidy to capital not only increased but the
emphasis changed to give greater weight to plant and machinery
costs, which constitute the largest component of capital
expenditure. Therefore industries where capiltal costs in general
are high might be expected to be over-represented in the Assisted
Areas of Scotland between 1960 and 1965. There was however no
evidence for this. In the 1966-~70 period, when the increased
government incentives might have been sufficient to do this, the
extension of Assisted Area status to most of the country mzkes it

impossible to ildentify such a trend.

If the 1945-65 period is considered as a whole, it is apparent
that industries differed in the extent to which they were
influenced by the availability of government subsidies. Clothing
establishments were particularly attracted by government
inducements and were significantly (.05 level) over-~represented in
the Assisted Areas, whereas both the textile and food industries
were significantly under-represented (at the .0l and .05 levels

respectively).

The explenation for these patierns appears to be more in terms of

the industries' susceptibility to transport costs and accessibilily



factors, as the previous chapter showed, rather than the importance
of capital costs within their overall cost structure. Those
industries, such as clothing, least constrained by transport costs
were best placed to move to the Assisted Areas within Scotland to
take advantage of the cost subsidies, whereas the financial
assistance was often insufficient to divert the textil: and fcod

industries from the locations minimising their transport costs.

In conclusion, therefore, the evidence shows that the attainment
of Assisted Area stastus has significantly improved an area's
competitive position and this has enabled it to attract more than
its expected share of incoming industry. In particular the
designation of Special Development Areas (SDAs) had a marked
diversionary effect on the flow of immigrant industry coming into
Scotland. Consequently the government has had a significant effect
on the choice of location by mobile industry, since it can
influence an area's attractiveness, either through financial
inducements or physical planning controls over factory building.
The impact of this policy can be seen in the Scottish locations

selected by incoming industry.



CHAPTER 6

THE AVAILABILITY OF LABOUR

AND THE ATTRACTION OF INDUSTRY

6.1 THE THEORETICAL TREATIERNT OF LABOUR CO5TS

Although Veber (1909) recognised that a cheap source of labour
could divert the least cost location away from that determined
purely by transport costs, it was seen as a subsidiary factor
(Fig 3.2). Classical location theory has persistently under-
emphasised the importance of labour supply factors. Access 1o
labour, however, is implicitly incorporated within the concept of
agglomeration economies (Hoover, 1948). Localisation economies,
which are externsl to the firm but internal to the industry
include labour skilled in the requirements of that industry. The
overall supply of labour is part of the more general urbanisation
economies, which are external to the industry and benefit all
establishments in an area. Firms are likely, therefore, to be
attracted either to areas with similar industry or to the largest

labtour markets,

The influence of labour costs can be readily incerporated within
Smith's (L971) veriable cost model, by utilising the concept of
space cost curves. If labour constitutes a major part of a firm's
costs and displays relatively pronounced spatizl cest variastions
it can be hypothesised that it will be an important influence on
the location decision. This occurs because the cost venalty of

siting a new plant away from a cheap labour location will be high.



Labour as a proportion of total costs is shown in Table 4.1, where
it is exceeded only by the value of purchases. It is particularly
high in the case of engineering and electrical goods and, to a
slightly lesser extent, in the clothing industry. Since these
sectors dominated the structure of immigrant industry, the cost of
labour is likely to be influential in location decisions.
Unfortunately there is a lack of detailed information on
geographical variations in labour costs within Scotland, apart from
average earnings in the planning regions (Table 6.1). Even if it
were available careful interpretation would be required since there
is 1little evidence that wage rates exert a strong influence on
mobile industry (Cameron and Clark, 1966). The real cost to a firm
will depené on issues such as the skills required, the local

competition for labour and its productivity.

It is assumed here that the cost of labour is influenced by the
relationship between its supply and demand and is inversely related
to any excess in supply. The larger the surplus labour in an area,
the lower its effective cost. In practice there is only a weak
correlation between a region's earnings and its unemployment, but a
stronger relationship between the rates of change in earnings and
unemployment (Brown, 1972). Nationally negotiated rates tend to
enforce inter-regional similarities (Cameron, 1974) and as a result
the availability of labour needs to be seen as incorporating
financial advantages additional to those relating to wage rates.

It is possible to pinpoint some of these advantages. If labour is
obtainable locally fewer people have to be moved with the firm or
attracted in from elsewhere. Both these are likely %o require
financial inducements. An adequate supply may also facilitate the
more rapid build up of output and enable a firm to take advantzze

of & sudden market uptarn.

Apart from supply factors, the other major influence on labour
costs 1s likely to be government policy. Assistance with training
has taken the form of Government Training Centres and financiel
incentives to firms. For plants in Development Areas, the rate of
assigtance towards training costs was doubled in 1967 ({cCrone,
1969). The only direct subsidy for employing labour has been the
Regional Employment Premium, equivalent to 737 of labour costs

when introduced in 1967 (Wilson, 1967). It was specifically



TABLE 6.1 AVERAGE WEBKLY EARNINGS IN EACH PLAKNING REGION IN 1970

Full-time men Full-time women
(21 and over) (18 and over)
Region
Manual Total Manual Total
& £ £ £
W. Central 26.5 28,7 13.0 14.9
Falkirk/
Stirling 26.1 27.7 13.7 14.7
E. Central 24.6 27.7 1lz2.3 15.3
Tayside 22.7 26.0 12.4 14.4
Borders 20.5 22.5 12.9 13.9
South West 24.6 26.4 N/A 13.6
North East 22.2 . 24,6 11.9 15.0
Highlands 23.3 26.3 10.8 14.2
Scotland 25.2 27.7 12.7 14.9
Great
Britein 26.2 29.4 12.9 15.8

SOURCE: Scottish Abstract of Statistics 1971



designed to cut production costs in the Development Areas and
thereby allow prices to be reduced. Depending on demand
elasticities, this would give producers in these areas a
competitive advantage, raise demand for their products and enable

them to increasgse their labour force (McCrone, 1969).

6,2 HMEASURING THE LABOUR SUPPLY

Labour can be obtained locally eifther from established industry,
the unemployed or those available for work but not registered as
unemployed, or it can be attracted in from other areas. In a tight
labour market wages will probably have to exceed those of local
industry or of other areas from which labour is to be attracted.
This raises the question as to the most satisfactory means of

identifying the potential local labour resources.

Al though high unemployment rates are generally taken to be
indicative of a slack labour market, there are grounds for

thinking that this is an over-simplification of the real situation.
Development District status, for example, was conferred upon or
removed from Employment Exchanges if the unemployment rate rose
above or fell below 43%. However, in terms of attractiveness to
incoming industry preoccupation with percentages may be misleading.
This is because "when it comes to the question of readily available
labour supply for an intending employer, it is not tne percentage
of unemployment that matters; but the numbers available within a

reasonable travel to work radius of the plant" (Davies, 1967).

A small local labour market with a high rate of unemployment is
unlikely to be able to meet the requirements of the larger incoming
establishments, even 1f their manpower needs are exceeded by the
number unemployed. A restricted labour pool is less likely to be
able to provide a sufficient variety of ages, skillsg, and
experience from amongst its workforce, in contrast to a larger
centre with a lower rate of unemployment. This is because, as
Davies (1967) argues, by far the most important "training centre”
Tor industry is existing industry itself and the unemployed of a

district reflect to a greater or lesser extent the industrial



expertise of their environment. Consequently the number of people
unemployed will probably be a better indicator of labour reserves
than the rate of unemployment. McKay and others (1971) have
pointed out that the supply of labour to individual firms is bound
to be more elastic in the conurbations given the ability of
employees to change employers by adjusting their travel to work

journeys.

Al though unemployment levels indicate the potential ease of labour
recruitment for a firm, this is nét to assume that mobile industry
will recruit exclusively, or even predominantly, from the unemployed.
In fact evidence suggests that this is unlikely and Steuer (1973)
argues that "as a broad generalisation, it is fair to say that
incoming firms recrult from the employed, creaming off the better

workers, rather than from the unemployed".

One difficulty in identifying the potential labour force, especially
in the case of female labour, is that the registered unemployment
figures provide only a partisl indicaticn of the real situation.
Many women do not take the trouble to register as unemployed. It
is sometimes argued that activity rates provide an alternative
means of assessing the state of the labour market, but the actual
meaning of differences in activity rates is far from clear.
Davies (1967) has pointed out that a reserve of labour indicated
by low activity rates in no sense constilutes an economically
effective supply here and now for an employer desperately seeking
labour. It is necessary to distinguish the economic from the
social component in local differences in the attitudes of woumen

to taking employment.

There is no statistical evidence that female activity rates have
been relevant in explaining the locations selected by mobile
industry in Scotland. There has not even been a consistent
relationship. In some periods tnere was actually a positive
correlation between activity rates and the amount of industry
moving into an area., After the initisl tests, female activity

rates were excluded from further consideration.



6.3 DIFFCRENT TYPES OF LABOUR

An overall view of labour availability mey prove of limited value
in explaining the location of incoming industry if there are major
differences in the various labour markets between the supply of
particular types of labour. Davies (1967) has pointed out that

it is misleading to treat the unemployed as "undifferentiated
labour units, each equally capable of performing any job". Such
an approach ignores both the quality and the efficiency of the
input. After all, a supply of unskilled female labour is of small
consequence to a firm seeking highly skilled and specialised male
labour. Conversely, total labour availability is of 1little
relevance to a female employing cstablishment if the unemployment
figures are dominated by mele labour. This is quite a problem

given that female unemployment is under-recorded.

This question of distinguishing between supplies of male and female
labour is potentially an important one. Changes in the structure
of immigrant industry may alter the demand for particular factor
inputs, resulting in new locational factors becoming significant.
During the course of the post-war period the demend for male
labour by incoming industry has declined as a result of the
decreasing importance of the mechanical engineering industry and
the growing prominence of the mainly female employing electrical
engineering and clothing industries. These latter two sectors
provided over half the incoming jobs in the late 19603 compared
with only about one~quarter just after the war. Prior to the
1966~70 period immigrant establishments created more male than
female jobs, although if the itwo motor vehicle plants are

excluded this applies only to the period up until 1960 (Table 6.2).

Spare supplies of male and female labour are identified, to a
greater or lesser extent, by meang of the unemployment figures,

but skilled labour is not so readily distinguished. Fortunately,
this is not a serious problem because empirical studies have

shown that "far fewer Firms cited the availability of skilled
labour as a factor determining their choice of location than

cited either male or female labour in generel" (ILAG, 1973). It
appears that companies do not expect to find all their requirements

for skilled labour mct without undertaking training. Even where



TABLE 6.2 MALE : FPEMALE EXNPLOYMENT RATIOS IN IMHIGRANT INDUSTRY
Male : female ratio
Periced
At maximum End of period
employment employment
1945-51 1.3 :1 1.1 1
1952-59 1.5 : 1 1.4 1
1960-65 1.2 : 1 1.5 :1
1966-70 0.8 : 1 0.8 : 1




labour ig attracted from established plants in the same industry,
the skills required may differ slightly, making retraining
necessary (Cameron and Clark, 1966)., The overall availability of
labour appears therefore to be more important to immigrant

industry than the availability of particular skills.

6.4 LABOUR AVAILABILITY AND THE CHOICE OF LOCATION

The critical importance of the availability of labour in location
decision making has betn a consistent finding in empirical studies
of industrial movement. It helps to explain why a particular
Assisted Ares is chosen, as well as why a particular site is
selected within the preferred region. As a result it is relevant
to explanations of location cheice at both the inter~ and intra-

regional scale.

Cameron and Clark (1966) concluded that the supply of trainable
labour is of overwhelming importance in choosing a new location

and their findings accord closely with those of the ILAG survey
(1973)}. This found that very few firms approached their choice

of location without regard to the labour supply aspect. The
availability of labour, together with government inducements, was
the outstanding consideration for about three-quarters of the firms
moving to Scotland. Sant (1975) has produced statistical
confirmation that these are the two most significant factors in

attracting industry to an assisted region.

Given the importance of an adeéuate supply of labour and the
presence of about 40% of the unemployment in the Assisted Areas,
Scotland's attraction relative to other regions seems to have been
the ready availability of trainable labour. This should not

obscure the fact that, on occasions, the presence of localisation
economies has been vital. Univac Limited, for example, specificszlly
cited this as an advantage to be found in Scotland. They claimed

to need "people with the right sort of background and education,

and clearly the place to get them was from our competitors to

build up the operation quickly enough" (TISC, 1973). A similar



reason appears to explain the preference of incoming textile
establishments for the traditional areas of production such as the

Borders and Ayrshire.

Scotland's potential advantage in terms of labour supply has been,
to some extent, offset by the distance from the major f&nglish
exporting regions (Keeble, 1972). Consequently the volume of
industry attracted is less than might be expected solely in terms
of the labour available. As Cameron and Clark (1966) have pointed
out, the general pattern of industrial movement ig to establish

units in the nearest area with suitable supplies of labour.

Scotland's comparative advantage seems to have been particularly
gtrong for firms requiring female labour, especially in the 1966-70
period. At this time Scotland attracted a higher proportion of
female jobs than any other assisted region (Department of Industry,
1973). The growing prominence of the clothing and electrical
engineering industries worked to Scotland’s benefit. More than
any other sectors they attached most weight to a ready supply of
trainable labour, particularly of females (ILAG, 1973). Some
electronics firms, such as Univac Limited, specifically sought
"semi-semi-skilled" female labour which they found was
particularly plentiful in Scotland (TISC, 1973). As a result the

attraction grew for places with a supply of female labour.

6.5 THE SPATIAL IMPLICATIONS FOR SITE SELECTION WITHIN SCOTLAND

The changing labour requirements of incoming firme have implications
for the relative attractiveness of different areas. Those with
plentiful resocurces of female labour do not necessarily have

surplus male labour, although this is genersally the case. The
correlation between male and female unemployment levels is high
throughout the post-war period. Nonetheless it did fall from
between +0.89 and +0.93 in the 1945-56% period down to +0.82 after
1965. There was a lover correlation between the unemployment

rates, It grew from+0.47 prior to 1952 to-+0.64 in the early
1960s, but aftef this it again Lell to +0.56.
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The conclusion to be drawn from these figures is that in the mid-
1660s the distribution patterns of male and female unemployment
began to diverge more than in the earlier periods. This occurred
at a time when female labour was of increasing importance to
mobile industry. As a result, immigrant firms might be expected
to move to different locations than formerly. The growing
preference for sites in the east of Scotland may reflect a new

found cost advantage, arising from such trends.

In terms of the overall supply of labour, the west of Scotland in
general and Glasgow in particﬁlar were most favourably placed.

But the developing need for female workers was to the advantage of
Stirlingshire, West Lothian and Fife. Their share of Scotland's
female unemployment not only exceeded that of male unemployment,

but it also increased during the post-war period (Table 6.3).

In contrast, the West Central region's share of female

unemployment was lower between 1966 and 1970 than in any of the
previous periods. This arose largely from the gsituation in Glasgow,
but it was also true of Renfrewshire. Both Lanarkshire and Ayrshire
experienced an improvement in their competitive pogitions after
1965. Although less attractive than formerly in terms of its
labour inputs, the West of Scotland still remained the mosti
Tavourable part of the country because it consistently contained

over half the unemployed reserves of femzle labour.

An indication of the extent to which changes in the location of
immigrant plants can be attributed to labour supply factors is
given in Table 6.4. This compares each region's actual share of
employment in incoming industry with that expected on the basis of
its share of unemploymeht. Although the West Central region
failed to attract the expected volume of industry after 1960, the
difference was most pronounced after 1965, This coincided with
the enhanced attraction of the East of Scotland, which obtained
between two and three times the amount of industiry expected on

the bagis of its labour resources.

The overall regionel figures disguise conflicting trends within
them. These arise from pronounced differcnces between the various
parts of a region in the quality and svailability of their factor

inputs. In Table 6.5 those arems are shown witlh either the largest



TABLE 6.4

95.

ACTUAL AND EXPECTED SHARE OF IMMIGRANT IRDUSTRY BY SCCTTISH

PLANNING REGION

1945-51 1952-59 1960-65 1966-70
Region
Expected | Actual | Expected | Actual | Expected | Actual | Expected | Actual
Share Share Share Share Share Share Share Share
W. Central 70.1 71,6 58.3 T7.1 63.3 56.1 59.0 37.6
Falkirk/
Stirling 2.2 0.2 3.6 6.6 3.2 2.0 3.7 11.2
E. Central 10.4 2.2 14.6 6.0 14.4 36.9 14.1 35.5
Tayside 6.0 23.1 6.5 4.2 5.7 1.3 5.6 2.8
Borders 0.3 0.4 0.4 1.4 C.5 - 0.7 2.4
South Wwest 1.4 .1 1.6 0.6 2.3 3.4 3.4 2.6
North East 5.3 2.3 7.9 3.3 5.6 0.1 5.7 2.7
Highlands 4.3 0.1 7.1 Cc.8 5.0 0.2 6.8 5.2
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
= &

Actual Share

% of immigrant industry employment, at maximum

Expected Share ® based on the % of Scottish unemployment in the region



TABLE 6.5 ARBAS WITH THE LARGEST SURPLUS OR DEFICIT OF

INCOMING EMPLOYHSENT RELATIVE 70 THEIR LABOUR SUPPLY

e

-

Period Areas of surplus Areas of deficit
employment employment
’ Lanarkshire (+16.1) Glasgow (-25.8)

194551 Dunbartonshire (+ 5.2) Edin%ur h (~ 5.4

Dundee (+18.0) & o
. Glasgow (- 8.7)
Lanarkshire +17.1) .

1952-59 - . ) Edinburgh (- 7-3)
Dunbartonshire (+ 9.0) Lberdeen city (- 4.3)
Lanarkshire + 9.9) ¢l aszow (-28.0
Dunbartonshire (+ 4.8) Eé;n%urvh (= 5.0

1960-65 Ayrshire (+ 3.5) Dundee & (= 3‘2
West Lothian  (F15.1) Aberdeen city (- 3.3
Fife *+12.0) v ’
Lanarkshire ¢+ 4.9)

Stirlin
Clackmaﬁgan ¢ 7.4) Glasgow (-21.3
1966~70 #est Lothian  (+13.9) 53’3;"5‘??” é: i'g
Fife (+12.1) - € )
Dundee (- 3.2
Inverness/ ¢ 3.0)
Ross-shire *
NOTES

Surplus Employment - the area's share of actual employment (at

maximum) exceeded its expected share,

based on unemployment, by more than three

percentage points.

Deficit Employment -~ the area's share of expected employment
exceeded its actual share (at maximum)
by more than three perceniage voints.

¢+ 5.0) - difference between the actuzsl and expected

percentare share of employment (at
‘maximum) .



surplus or deficit of incoming employment relative to their labour
supply. The cut-off point of a difference of three or more
percentage points is arbitrary, but has been chosen to identify

both the most and least successful areas.

A number of persistent trends can be identified. Lanarkshire has
been the most attractive area, experiencing a relatively large
"excess" of employment in each period. Dunbartonshire was only
marginally less successful in that only in the 1966-70 period was
the surplus less than the three per cent cut-off level. These
results show that even after 1960 much of the West of Scotland
proved attractive to immigrant firms. In this sense the overall
regional picture is misleading. It is, however, clear from the
figures that the East of Scotland's growing share of incoming
industry from 1960 onwards can be attributed to only two areas:
namely Fife and West Lothiean. They bofh experienced the largest

relative surplus of any parts of Scotland.

In terms of employment deficit, the most marked feature is the
continual presence of some or all of the Scottish cities in this
category. Both Glasgow and Edinburgh experienced a shortfall of
incoming jobs in every period. In Glasgow's case the gap was the
largest of any area, and always at least twenty percentage points,
with the exception of 1952-59. Dundee moved from a position of a
large relative surplus of jobs just after the war to one of deficit
in the 1960s. After 1965 the only other area where the number of

jobs failed to reach the volume expected was Renfrewshire.

The spatial pattern within the regions is, in general, one of the
central city experiencing a shortfall of incoming jobs, with the
surrounding counties obtaining at least their expected share on
the criteria adopted here. In the West Central region Glasgow's
deficit was too large to be offset in the 1960s and was in fact
reinforced by Renfrewshire after 1965, despite the continued
success of Lanarkshire and to a lesser extent of Dunbartonshire as
well as Ayrshire in the early 1560s. This was similar to the
position on Tayside and in the North East, where the cities!
inability to attract much incoming industry was not counteracted

by any pronounced success on the part of their neighbouring



counties. The reverse situation occurred in the East of Scotland,
where the counties of Fife and viest Lothian were able to more than
compensate for the failure of LEdinburgh to attract any mobile

industry during the 1960s.

6.6 SURPLUS LABOUR RESERVES - HOW REAL ARE THE BENEFITS?

It is possible to suggest two reasonsg for expecting the distribution
pattern of incoming industry to alter in response to the
availability of labour. Firstly, there was the growing size of
the Assisted Areas within Scotland. Places previously ineligible
Tor governmcent incentives and at a consequent cost disadvantage,
despite surplds labour reserves, became able to compete for
immigrant firms on a more equal footing; Secondly, there was the
shift in demand from male to female labour arising from the
changing structure of incoming industry. This favoured those
areas with a large supply of female workers. Both trends
benefitted Stirlingshire and the East of Scotland in particular,
because they were able to offer many resources comparable to those

available in the West of Scotland.

Although 2 wider distribution of immigrant industry was to be
expected, Clydeside, and especially Glasgow, should have continued
to enjoy the largest comparative advantage. And yet despite this
other areas with smaller labour reserves proved more atiractive,
particularly from the mid-1960s. This suggests that Clydeside's
theoretical attraction was either perceived to be illusory, or

that it was outweighed by other adverse factors. There is evidence

that both may be true.

When labour costs per unit output (efficiency wages) and net
output per head (productivity) are considered, there is evidence
net only of spatial differences within Scotland, but also that
incoming industiry was influenced by them. Doubts exist over the
quality of Clydeside’s labour resources, especially in terms of
its productivity and industrial relations. Burroughs Machines
Limited have stated that they could have looked for a little bit

more in the way of quality of labour than they had on certain



occasions in their two Wwest of Scotland facztories (TISC, 1973).
Also, the iest Central Scotland ¥lan (1974) concluded that the
region displayed a low level of labour productivity, but that
zverage wage levels were similar to those in the UK as a whole.
As a result, efficiency wages werce relatively nigh, placing the
region at = cost disadvantaze. Cameron and Clark (1966) found
that mobile industry was aware of, and deterred by, such a
situation. They concluded thet "labour productivity was assumed
t0 be much the same in all the major Assisted Areas; the one
exception being the West of Scotland, where several companies
felt that restrictive union working practices would lower labour

productivity".

In fact concern over industrial relations seems to have been a more
freguent reason for rejecting sites than the suspect productivity

of local labour (Cameron and Reid, 1966). There is strong evidence
to suggest thaet Clydeside's competitive position was particularly
weax 1n this respect. This is reviewed in more detail in Chapter 8.
The effect of 211 this eppears to czuse incoming firms to discount,
at least in part, the area's labour supply advastages on the grouncs

of its suspect quality.

There is also reason to believe that access to labour may be less
relevant than formerly (Forsyth, 1572). Craaging tecihnology and

rising productivity have reduced the labour requirenent per unit

o}

utovut and the averase size of mobile plants has fallen (loore and
Rhodes, 1976). Burrougns Machines Limited have pointed out that
their product used to be fairly labour inteunsive, but it is
becoming increasingly cavital intensive. In the past low cost
labour was & factor of some importance but this is now less true
because of the changing nature of tneir products (TISC, 1973). A
decrease in the significance attached to the supply of labour by
mobile dindustry means that greater attention will be paid to other
factor inputs, wnich then become the wmarginal deterainants of
location., The possibility that thils may have occurred is examined

e
in the other caapters of Part II.

o



CHAPTER 7

ettt st i

THE AVAILABILITY OF

INDUSTRIAL SITES AND PRENISES

7.1 THE THEORETICAL CONTEXT

The availability of industrial sites and premises can readily be
incorporated within the variable cost model, as developed by Smith
(1971). Land and factory costs will be important in location
decisions only if they vary markedly over space and if their share
of spatially variable costs is relatively high. Under such
circumstances areas with cheap sites and premises will enjoy a
pronounced cost advantage which will increase their attraction for

incoming industry.

Direct costs can be measured by the purchase price, suitably
discounted, or rent, as well as rates. Although spatial variations
exist there is no readily available data to map the distribution,
but since there is no strong empirical evidence to suggest that
such costs are a major factor in the location decision, this is
not a serious difficulty. Cazmeron and Clark (1966), for example,
found that factory rents were ranked very low as an influence on
the choice of site. This is consistent with the views of East
Kilbride Development Corporation {(1965), who have stated that
"rents for both sites and factories in Zast Kilbride are now
amongst the highest in 3cotland ..... the fact that there is no
difficulty in obtaining these rents in competition with heavily
subsidizsed offers elcewhere 1s a reflection of the Tact that

industry regards them as a geod bargain".



Such conclusions, however, do not necegsarily mean that site and
factory costs are unimportant to mobile industry. After sll, land
can be denied to industry by the refusal of plamnning permission
or an Industrial Development Certificate¥ and this effectively
imposes an unbearable cost on industry in the locations concerned,
The concept of spatizl margins to profitabiliiy, within which a
firm is free to choose a satisfactory rather than the optimum
location, illustrates the potential significance of a suitable
available site or building. An industrialist may decide that a
location with a site or factory immediately available is suitable,
although not as ideal for production as the one where costs are
minimised. A firm can derive important cost advantages from such
a decisicn, as is well dllustrated by a site on an industrial

estate.

The provision of communal facilities in the form of gas, elecitricitly,
water and transport facilities, for example, spreads the cost over
many establishments, enabling each to be serviced more cheaply

than on individual sites. The cost savings from such external
economies can then be passed on to indusiry. Furthermore, the
often lengtnhy and costly process of obtaining planning permission
is avoided, enabling production to be started with the minimum of
difficulty. An additional advantage is that an industrialist is
given flexibility in that he can meet his changing space
requirements within the estate. If a move to a new site or

factory is required, distance and disruption costs can be minimised

so that the existing labour force and linkages can be maintained.

The ready availability of factory space can also confer important
benefits on indusiry. It allows a firm to undertake pilot
production during which employees are trained, production teething
troubles are ironed out and the market tested before the commitment
is made to a large scale investment programme. In this way, risks
are reduced and a company can take advantage of a favourable

market situation by starting production without undue delay. This

* IDCs have. been required only in the non-assisted arezs since
mid-1972.



is an imporiant consideration in a situation where time is money.
It is these indirect cost advantages rather than the direct ones
such as low rent and rates which encourage incoming firms to seek
readily available sites and factories. They explain why it is
rational for an industrialist to select a satisfactory rather

than the cheapest site.

Te2 DIFFERENT TYPES OF INDUSTRIAL SITES AND PREMISES

It is possible to distinguish several different types of both
sites and factories and these are each digcussed in turn, before

their importance to immigrant indusiry is counsidered.

T.2.1 The Components of Site Availability

There are two major types of industrial site. The first consists
of sites which are fully serviced, immediately available and
preferably contain room for expansion. They are best illustrated
by industrisl estates. A useful definition of such an estate,
quoted by Klaasen (1965), is that it is "a device which can take
many forms, bui which basically refers to a tract of land developed
in accordance with an overall plan designed to provide
accommodation for a sufficiently large number of factories to make
it economicel to provide common services and special facilities to
the industrial occupants™. Although fully serviced sites with
industrial zoning are by no means restricted to industrial estates,
the alternatives are frequently unsuited to the needs of mobile
industry. iany of these sites are too small, inaccessible,
physically unsuitable or contain decrepit buildings, It is for
this reason, as well as that of easier data availability, that
industrial estates have been used as surrogates for the supply of
industrial land.

The second type of site is one with specisl physical or locational
characteristics. Thesge cater for those industries with specialised

site needs in terms of size, access to facilities such as rail head



or water frontage, or the presence of effluent disposal facilities
to cope with heavy pollution., Sites with such demanding
requirements are less generally avallable and are sought by a
restricted range of industries, as both Cameron and Clark (1966)
and ILAG (1973) point out. They appeal most to the food and

drink, chemical, metal production, bricks and cement, and paper
industries. 1In addition, very large plants place great weight on
site availability, especially where new units are being established
by assembly producers, particularly in the motor vehicle industry

where land is also required for stocking vehicles.

The cost of industrial land can be indicated in a very general way
by the availability of sites on industrial estates, if it is
agsumed that such sites confer certain cost advantages for the
reasons already discussed. This gives those zreas with industrial

estates a comparative advantage in attracting mobile industry.

Two methods have been used to measure the amount of such land
available to industry; namely, the total acreage of 2ll industrisl
estates of more than five acres and the acreage of those estates
at maximum effectiveness (Table 7.1). This latter concept has
been introduced because as an estate is developed the amount of
land available for new industry decreases, along with its appeal
to incoming firms. This of course explicitly assumes that the age

of an estate and its attraction to industry are inversely related.

The time taken to fill an industrial estate varies depending on
its size, location, the letting policy of the developers and the
success of local and central government industrial development
policies. A large estate close to & city may £ill up more quickly
than a smaller one in & rural area, so that size alone is not an
adequate criterion., Time has been used as the critical factor
determining an estate's pulling power, with a period of ten years
being assumed to represgent the era of maximum effect. This
follows a similar assumption made by Sant (1971) in the case of

the impact of new towns. It is of course possible to extend the
period of maximum effectiveness by increasing the size of the
estate at a later date. This happened, for example, at Hillington,
Wardpark (Cumbernauld) and College MNilton (East Kilbride). In such
ingtances conly the new extension is congidered to operate at

maximum effectiveness and not the whole estate.
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T.2.2 Tvpes of Industrial Premises

Indusirial premises can be divided into three basic categories;
nemely purpose built (bespoke) factories constructed to the
requirements of the firm concerned, new advance factories and
previously occupied premises (including older advance Jactories).
The last two types constitute the stock of readily available
premises suitable for immediate occupation by incoming industry.

In contrast, bespoke buildings involve a time lag while construction

proceeds.

The stock of available premises in an area can be increased by
building factories in advance of any known demand in order to
supplement the premises released by plant closure or movement,
The term advance factory is used here to refer only to single
storey buildings, not multi~storey premises such as the Clydeway
Centre in Glasgow. This has been done because multi-storey units
are higher cost and less flexible, offering no means of lateral
expansion. As a result of such drawbacks the Board of Trade told
the Springburn Study team (1966) that they would not build flatted
factories since "they find such developments unattractive to
industrialists". It therefore seems reasonable to exclude such

buildings from the category of advance factory space.

Firms requiring a specislised building on account ot their large
space requirements or the demanding specifications imposed either
by the production process or by the nature of the plant and
machinery housed within it are likely to favour purpocse built
premises. On the other hend, establishments with relatively
undemanding needs and able to accommodate thelr production
facilities in fairly standard premises are likely to be satisfied
with an available building provided that it can be rsadily and
inexpensively adapted to tneir requirements. This in effect
usually means a single storey, relatively modern building in good
repair., It is therefore important that factory space should not
only be available but also that it should be of a suitable form.
This point was stressed by the Springburn Study (1906), which
pointed out tnat “shipyards, foundries, rolling mills, railway

locometive shops etc, are not the sort of premises demanded by the
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light or mobile industries which are expanding at present. It

follows that attemﬁts to offer Glasgow's old industrial plants as

inducements to new industry are foredoomed to failure',

T3 HISTORICAL PERSPECTIVE AND THE ROLE COF DIFFERENT AGENCIES

Industrial estates were first developed in Scotland in the 1930s

as a result of government initiative in attempting to tackle the
severe unemployment problems of Clydeside. Four estates were
developed, the largest being Hillington on the outskirts of Glasgow.
This policy was extended immediately after the war with the
development of a further twelve estates in the West of Scotland

and two in Dundee, and it was supplemented by the building of
advance factories. The Board of Trade through its agent the
Industrial Estates Company of Scotland, now called SIEC (Scotitish
Industrial Estates Corporation*) was responsible for undertaking
these developments, which were the main regional policy instruments

at this time.

An ambitious programme of 2,750,000 sq £t of advance factory
floorspace was planned, of which 938% was scheduled for Clydeside.
In reality a slightly reduced building programmne actually
materialised owing partly to difficulties in obtaining land st
Balmore and Shawfield in Glasgow and partly to a cut-back in
government expenditure after 1948 as a result of national economic

problems.

The 1950s saw development start on the first of the new town
industrial estates, in addition to two new SIEC ones. Advance
Tactory building was not resumed until the latter 1950s when East
Kilbride and Glenroines new towns were allowed to build nest units
following their earlier complaints that "it was not within
Government policy to provide for the building of factories in

advance of demand" (Glenrothes Development Corporation, 1955). The

¥ This 1s now part of the Scottish Development Agency.
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Board of Trade announced the restart of their own programme in
1959 as part of the movement iowards a more active regional policy
and the building of advance factories was steadily increased
throughout the 1960s.

The main feature of the decade after 1960 was the growing number

of agencies involved in industrial development. Many local
authorities began to take the initiative to attract mecbile industry
by developing their own industrial estates and constructing

advance factories. In the latter 1960s private developers also
began to builld their own estates and factories, especially in
Glasgow where the Ronald Lyon group redeveloped a number of old

industrial sites, including redundant shipyards.

The role of eéch organisation can be complementary as well as
competitive, to the extent that they may cater for different
demands, SIEC, for instance, give priority to manufacturing
industry which provides a net addition 4o employment, rather than
to establishments relocating production without any increase in
employment (Springburn Study, 1966). On the other hand, local
authorities, new towns and private developers all cater for industry
rehousing locally. The private developers, in particular, have
attracted such plants together with distribution and repair or
service depots, rather than incoming manufacturing establishments
(Henderson, 1972). This, plus the lack of readily accessible
data, led to the decision to exclude private industrial estates
from the analysis. Since such estates only operated between 1960
and 1570 and then alttracted only 3% of the incoming plants in

this period, it seems reasonsble to omit them.

The contribution of the various agencies to the development of new
sites and factories in each period can be seen in Tables 7.1 and
7.2, Prior to 1960, SIEC was the dominant developer and the
location of advaﬂée factories and industrial estates provides an
indication of the priocrities accorded to different areas by
government regional policy. After 1960 the situation changed as

a result of the growing efforts of the new towns and local
authorities. SIEC'S share of new advance factory floorspace fell
to 337, whereas the new towns built over half the new space and

the local authorities constructed about 16%. A similar picture



TABLE 7.2 ADVANCE FACTORY FLOORSPACE BUILT IN EACH PERIOD
_Advance Factory Floorspace - Square Feet Built

Period SIEC New Town Auﬁggiity Total

000 % 000 % 000 % 000 %

sq It sqg 't sq Tt sq It
1945-51 | 2,280.8 | 100.0 - - - - 2,280.8 { 100.0
1952-59 - - 36,0 | 100.0 - - 36.0 | 100.0
1960-65 540.8 31.4{1,100.0 63.8 82.9 4.8 |1,723.7 | 1L00.0
1966-70] 1,239.6 33.1 |1,703.0 45.5 | 803.6 | 21.4 | 3,746.2 | 100.0
Total 4,061.2 52.2 | 2,839.0 36.4 |1 886.5 [ 11.4 | 7,786.7 | 1G0.0




occurs with industrial estates. Just after the war all the
industrial estates were provided by SIZC, but by 1970 only 26% of
the total acreage and as little as 12% of the area at maximum
effectiveness was on 3IEC estates. These figures illustrate the
dramatic way in which the government's monopoly role as the
provider of advance factories and_industrial egstates has been

overtaken.

T.4 A COMPARISON OF THE RELATIVE IMPORTANCE OF AVAILABLE SITES

AND FPACTORY SPACE

It 1g difficult to disentangle the separate influences of factory
space and site availability on the location decision. Most advance
factories are built on industrizl estates, which also contain a
large stock of buildings that can be reallocated whenever they are
vacated. A further complication is that the availability of land
around a factory to allow for future expansion may be a powerful
attraction in addition to the building itself. In this latter

case it can be argued that the availability of premises is the
prime reason for a firm's interest in a particular industrial
estate and the presence of land for expansion only becomes relevant

once a short list of possible factories has been drawn up.

Cameron and Clark (1966) have provided evidence to support the
argument that factories are the decisive location factor more
frequently than sites. They showed that about 387 of firms were
strongly influenced in their choice by the immediate availability
of ready built premises and found that a factory was ranked more
highly by mobile industry than an available fully serviced site.
This led them to conclude that, unlike premises, serviced sites
were "factors of-less importance", Their findings were
corroborated by the ILAG survey (1973), which found that premises
followed government inducements and labour availability as the
mos+ frequently mentioned major determinent of a firm's location
and concluded that where this facior operates it tends to be

decisive more often tnan other factors do.
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East Kilbride Development Corporation (1965) ave in no doubt that
fTactories are a more valuable asset than sites when trying to
attract new industry. In their experience "it remained much
easier to let advance factories than sites for purpose built
premises and occupation of the former frequently induced closer
consideration of the latter. Until there is a marked slackening
in demand for such premises, clearly the policy must remain to
build more as quickly as possible"™. All the new towns have placed
great emphasis on their factory building policies and feel that
these have made a vitsl contribution to thelr ability to attract
mobile industry. Their views have been summarised by Livingston
Development Corporation (1971), who have stated that "the
immediate or early availability of factories built in advance of
known requirements has been of vital importance to industrial

development",

A number of major companies are also on record as attaching a great
deal of importance to the ready availability of advance factories.
Honeywell (1973) have argued that “through the years the existence
off factory space that could be moved into within a matter of itwo
or three monins has been of ftremendous value in persuading our
American company to keep putting their assets and their production
requirements intoc this country". Another American electronics
firm, Univac (1973), have stated that the critical factor in their
decision to develop at Livingston was neither government
inducements nor the availability of labour, but the presence of an
advance factory. Incentives and labour attracted them to Scotland,
but the actual location within the country was dependent on the

immediate availlability of a suitable factory.

The evidence from this study supports these views. It is assumed
that where an immigrant firm counstructs a purpose built factory
the availability of a2 site is paramount, but where a firm moves
into a new advance factory or previously occupied premises, the

availability of the factory itself is of critical importance.

Between 33% (1952-59) and 59 (1966-70) of all immigrant
establishments started production on an industrial estate. The
proportion rosze steadily in the 1960s from the relatively low level

of the 19505 wuen regional policy was lax. In employmenti terms



TABLE 7.3

IWICRAST INDULTRY LLPLOYUIRHT ON INDUSTHIAL ZUTATES

(a) Establishments

Type 1945-51 1952-59 1960-65 1966-T70 ! Total
of ]
é?i No of » | No of » | Fo of + | No of » | o of P
€ Estabs g Estabs * Zstabs ~ Estabs -~ Estabs =
SIEC IE 65 45,1 20 26.7 24 17.8 28 16.5 | 137 26.1
HT IE - - 5 6.7 27 20.0 28 16.5 60 11.3
LA IE - - - - 20 14.8 39 22.9 59 11.3
P IE - - - - - - 5 2.9 & 1.1
All IE 65 45,1 25 33.4 71 52.6 [ 100 58.8 | 262 50,0
SIEC IS 1.4 6 8.0 ] 6.7 6 3.5 23 4.4
Non IE 77 53.5 44 58.6 55 40.7 64 37.7 | 239 45.56
TOTAL 144 100.0 75 100.0 | 135 100.0f 170 160.0| s24 !100.0
(b) Employment
. 1945-51 1952-59 ; 1960-65 1966-70 Total
Type i
of j
Ind Max N Iax N lex N N
- Nax No i . ax No | . Max No | , ilax No | . ax No |,
T geve |50 | gems LGl | gove 1500 | gobs [T 00| dobe 500
(0C0) (0co) (000) | {oco) (000)
i f :
SIEC IE ' 39.8 63.2 4.7 | 15.8 3.2 ? 3.1 5.3 21.7 1 53.1 33.8 |
NT 1B D - - 5.1 | 17.0 10.5 ! 26.4| 4.5 | 18,5 20.1 | 12.5 -
La1E | - - - - 3.8 | 9.7| 5.0 | 20.5| 8.8 5.6 1
PIE - - - - - - 1.7 7.10 1.7 1.1
’ —_ |
: : ! | . !
A1l IE ¢ 39.8 | 63.2 9.8 32.8. 17.5 ! 44,21 16.5 | 67.3 1 83.7 53.3 |
| , i 1 5 ;
; | ‘ | | |
SIEC I3 ! 2.8 © 4.4 3.3 1 11.1 0 5.6 14.2 0.9 3.6 0 12.6 3.0 1
' l ’ X
¥on IE | 20.4 32.4 | 16.8 561 | 16.6 j 41,6 7.0 28.6 1 60.7 38.7 E
- | | 7
roral | 63.0 [100.0 | 29.9 |100.0{ 39.7 |100.0| 24.4 |100.0 |157.0 |1G0.0 !
| i | |
K3¥: S3IZC I5 - 3IEC industrizl Estate
NTO1IE - llew Towa Iriustrial Istate
LA IR - Loeal Muthorizy Indusirial bstate
P IE -~ Private Industri-l Zstate
SIEC IS - 3IEC Indiviidual Jite
Yon IE - Not cn an Induasirial Zstate



as many as 68% of incoming jobs were located on industrial estates
in the 1966~70 period and the average for lhe whole of the 1945-70
period was 53% (Table 7.3).

Amongst those immigrant plants which moved to an industrial estate
about three out of four occupied existing premises (new advance
or previously occupied). This suggests that the buildings rather
than serviced sites are the main attractions of an industrial
estate (Table 7.4). ‘hen a firm occupies an existing building
only for a limited period prior to moving intoc purpose built
premises, it might be argued that this is indiéative of the site
(for the new factory) being either equal to or more important
than the immediate availability of premises. Even if this view
is accepied in its entirety it still does not affect the
conclusions. DBetween 1945 and 1970 about one in three of all
immigrant establishments started in or moved to purpose built
premises, indicating that site considerations may have
predominated, wnereas two out of three gave greater weight to the

availability of factory space.

There are some differences between the various types of industrial
estate, Relatively more jmmigrant firms built their own factories
on local authority and new town estates than on SIEC estates
(Table T7.4). This probably reflects the more recent development
of the first two categories of estates, in that they had fewer
previously occupiéd premises available for letting. About one

in three establishments moving to SIEC estates started in such
premises, which 1s a much higher ratio than on local authority

or new town estates. On each type of estate the most popular
cholce was the new advance factory, whica was initially occupied

by over half the incoming plantse moving to the industrial estates.

The demand for particular types of factory varied from one period
to another. Purpose built premises were most in demand in the
1950s at a time when there was no government advance factory
building, and this resulted in a restricted choice of available
premises., However in no pericd did more than one in three
immigrants initially build their own premises (Table 7.5). There
was a persistent and definite preference for readily available

factory space. The main trend, in this respact, was the growing
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TABLE 7.4  DMEIGRANT INDUSTRY 1945~70 ~ TYPE OF FACTORY AND INDUSTRIAL SITE INITIALLY OCCUPIED
Type of Site [)
Pactory SIEC New Town Local Auth Private All SIEC Not on an Total
Type Ind Est Ind Est Ind Est Ind Est Ind Ests Iadiv Site Ind Est
¥o % Ko % No % No % No % No % o % No %
wmmommm 26 19.0| 19| 31.7] 167 27.1| 3| 50.0 | 64| 24.4 | T| 30.4 | S8 | 24.3 | 129 | 24.5
POy | 45| 32.8| 4| 6.6 10| 17.0) 2 333 61| 23.3| 4| 17.4 181 | 75.7 | 246 | 45.9
Occupied
Advance
. . . . 3 . . - - 149 28,
Factory 66 | 48.2 | 37 | 61.7 | 33| 55.9 | 1 | 16.7 | 137 | s52.3 | 12| 52.2 49 5
Total 137 | 100.0 | 60 | 100.0 | 59 [ 100.0 6§ | 100.0 | 262 | 100.0 | 23 | 100.0 | 239 | 100.0 | 524 | 100.0

R




TABLE 7.5 TYPE OF FPACTORY INITIALLY OCCUPIED BY IiHIIGRANT INDUSTRY

. 1946-51 1952-~59 1960-65 1966-70
Factory Type
No % No % No A No %
Purpose Built 29 20.1 | 25| 33.3| 36 26.7 | 39 23.0
Previously = "
OCCupied 81 56-3 44 5807 56 41 05 05 _;8.2
Advance Factory 34 23.6 6 é.O 43 31.8 66 38.8
a) SIEC 34| 23.61 6 8.0 16| 11.8! 22| 12.9

Advance Factory

New Town
p) Advance Factory - - = - 19 14.1 18 10.6

c) Local Authority

Advance Factory - - - - 8 5.9 24 14.1
Private
a) Advance Factory - - - - - - 2 1.2
All PFactories 1441 100.,0 | 75| 1C0.01}{ 135 |100,01| 170 | 10C.0D




proportion of firms moving into new advance factories rather than
into previously occupied premises. This is a clear indication of
the attraction of such buildings to mobile industry. Areas unable
to provide advance factories are likely to be at a severe
competitive disadvantage, unless they can offer previously
occupied but modern factories as a suitable alternative. Since,
by the latter 1960s, only about two out of every ten immigrants
preferred to wait for a purpose built factory, with its

attendant higher risks and'gféater cash outflow in the difficult
early years, it can be concluded that incoming industry generally

preferred an available factory to an available site (Table 7.5).

7.5 THE SPATIAL DISTRIBUTION OF AVAILABLE SITES AND FPACTORIES

In the immediate post-war period when industrial buildings and
sites were scarce, their provision by government effectively
lowered development costs and provided a definite ccst advantage
to the areas containing such facilities. Government policy has
given priority to areas of high unemployment and this explains
why in 1970 West Central Scotland had 81% of all the industrial
estate acreage and 79% of the advance factory space developed by
SIEC.

The constructicon of non-government estates, which were not
developed on any scale until the 1960s, reflects the policies of
local authorities and new towns rather than those of central
governpent; but since most authorities enjoyed Assisted Ares
status when they laid out their own estates the policies seem to

have been consistent with one another.

The activities of the various agencies undertaking site and
factory development can be seen in their different geographical
distributions. Central government commitment remained largely
with the Vest of Scotland, s&lthough from the mid~1960s when the
Assisted Area was extended industrial estates and advance
factories were constructed in a growing range of locations
throughout Scotland. West Central's snare of new SIEC industrisl

estate acreage at maximum effectivenesg fell from 90% jusi after



the war to 40% by 1970 and its share of new advance factory
floorspace declined from 97% to 53% (Pables 7.6 and 7.7).

The new town advance factory programmes also benefitted the West
of Scotland more than the East, but although the total industrial
estate acreage developed by the new towns was similar in both
regions, the Bast of Scotland had more of the new acreage (at
maximum effect) after 1665. The local authorities were most
active in the Fast Central regilon as can be seen from the
distribution of local authority estates and advance factories in
Tables 7.6 and 7.7. Their self-help policies counterbalanced the
priority the West of Scotland enjoyed from central government

policy.

The spatial impact of the combined efforts of all these agencies
is important because it caused a change~in the geographical
distribution of cost advaentages during the post-war period. Until
1960 the West of Scotland enjoyed a very definite comparative
advantage, with 81% of the industrial estate acreage and virtually
all the immediate post-war advance factories. In the 1960s this
position began to alter radically as new sites and factories were
developed throughout Scotland and the new towns and local
authorities supplemented the industrial development activities of
central government. The East of Scotland bvenefitted most from
this trend, and by 1965 it contained 57% of the new industrial
estate acreage at maximum effectiveness, compared with 35% in the
West Central region. By 1970 the respective shares were 50% and
29%. The growing trend towards more capital intensive production
methods lowered site employment densities and increased the demand
for industrial land. The Grangemouth/Falkirk Regional Survey and
Plan (1968) felt that as a result there was a tendency for good
industrial siteg to be in short supply in central Scotland.
Consequently ithe East of Scotland was favourably placed to benefit
from any general scarcity. As far as new advance factory space is
concerned, the snift eastwards in comparative advantage has been
less dramatic. Even by 1970 the iest Central region had more than
half of the new floorspace, comvared with less than one-third in
the Fast of Scotland (Table 7.7). Nonetheless East Central's

share steadily jncreased after 1960. As a result of these
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TABLE 7.6  INDUSTRIAL ZSTATSS - DEVELOPERS, REGIONS AND TIME PERIODS
Total Indusirial Estate Acreage Industrial Estate Acreage at Kaximum Effect
Period | Region SIE Kew Town Local Authority Total SIEC New Town Local Authority Total
R m
No |Acres % . | No [ Acres % No | Acres % No | Acres % No | Acres % No | Acres % No | Acres % ©WolAcres|
|
WCS 16 {1,082 { B9.6{ - - - - - - 16 71,082 | 89.6 |16 (1,082 | 89.6| - - - - - - 16 1,082 ] &9.¢
/3 - - - - - - - - - - | - - - - - - - - - - - - - ﬁ -
10S -~ - - - - - - - - - i = - - - - - - - - - - - - i -
T 2 125 | 10.4 | - - - - - - 2 125 | 10.4| 2 125 10,4 - - - - - - 2 wmww 1G.4
1545- | 2 . - T 0T T } ) N - . - o B A B - R A B
51 S - - - - - - - - - - - - - - - - - - - - - -1 - m -
NE - -~ - - - - - - - - - - - - - - - - - - - - _ - -
HI - - ~ - - - - - - - - - - - - - - - - - - - - -
Scot 18 11,207 {100.0| - - - - - - 18 {1,207 {100.0 |18 {1,207 {100.0 | =~ - - - - - 18 {1,207 | 160.6
N R — | ——
| )
Wes 17 {1,088 | 89.0| 3 335 | 85.7] - - - 20 {1,423 | 80.7 {171,088 89.0| 3 335 | 85.7% - - - 20 11,423 | £50.7
ECS - - - 1 56 | 14.31 1 120 | 80.0 2 176 | 10.0) - - - 1 56 14.3] 1 120| 80,01 2 v 176 1.0
T 2| 125 10.20 - - - -1 - - 2! 125| 7.1 2| 125 10.2] -| - - ) - - 20 125 7.
1952- B - - - - - - - - - - - - . B - - - - ° b - - - -
59 - - - - - - - - - - - - - - - - - - - - - - -
o - - - - - - 2 30 | 20.0 2 3C 1.7} - - - - - - 2 30| 20.0{ 2 3¢
HI 1 10 0.8 - - - - - - 1 10 0.5 1 10 0.8 - - - - - - 1 15
Scot 20 {1,223 {100.0¢ 4 391 |100.0| 3 150 [100.0 | 27 {1,764 [100.0 | 201,223 | 100.0| 4 391 [ 100.0) 3 150 | 100.0 | 27 | 1,764
i
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TABLE 7.6 (continued)

Total Industrial Estate Acrezge Industrial Estate Acreage at Maximum Effect
Period | Region SIEC New Town Local Authority Total SIEC New Town Local Autrhority Total

: ) | [

No | Acres % Ko | Acres % No | Acres % No | Acres % No | Acres % No | Acres % No | Acres 3 No | Acres | X
m:lzr
WCS 18 11,1771 86.3{ 5 672 | 48.8| 8 301 | 19.5 1 311} 2,150} 50.21 5 94 | 60.3| 5 672 | 48.8| 8 303 | 19.5{18 1,067 | :c.7
F/s - - - - - - 3 48 3.1 3 481 1.1 - - - - - - 3 48 3.1 3 46 _ 1.5
ECS 1 52 3.8f 5 705 51.2} 9{1,002{ 65.0 | 1% 1,759 41.1} 1 52 | 33.3] 5 7051 51.2| 941,002 65.0;15!1,75 m g,z

T 2 123 9.2y - - - - - - 2 125 2.9 - - - . - - - - - - - _ -

1960- | > - - - N - - - - - - - - - - - - - - - - - - - _ -
65 8w - - - - - - 2 160 | 10.4 2 160 3.81 - - - - - - 2 160 | 10,4} 2 160 | 5.2
NE - - - - - - 2 30 2.0 2 30 0.7 - - - - - - 2 30 2.0y 2} 30 * 1.0

HI 1 w0l 0.7 -] - - -] - - 1 10] c.2) 1 10| 6.4 =i - - -1 - - 1w
Scot 22 11,364 100.,0] 10| 1,377 1100.0] 24 | 1,541 |100.0 | 56| 4,282 |100.0{ 7 156 |100.0 )10} 1,377 {100.0] 24| 1,541 | 200.0 41 ww,of VY
t _.lrt:
. C3 26 11,477} 8l.2| 91,074 48.7| 12 388 | 13.4 | 471 2,939 | 42.4 14 390 | 63.9} 6 739 | 40.7] 12 3887 14.1 32 Mw.mwﬂ m 2%.0
F/3 - - - - - - 4 73] 2.5| 4 731 1.0 -] - - - - - 4 730 2060 4F T30 1.2
ECS 4 81 4.4 7T]1,131| 51.3}20|1,544 | 53.1 | 31| 2,756 1 40.0} 4 8| 13.31 611,075 | 59.3119} 1,424, 51.7| 29 _ 2,560 4tz
T 30 113 9.5 -| - - | 5] 1183 6.3) &) 35] 5.1 51 8.4 -] - - 15y 18| e8] 6| e 4w
1966~ | B - - - -l - - 61 109] 3.70 6| 109 1.6{ -{ - - - - 6 09| 4. 6} 10¢| 2.1
70 SW 2 45 2.5 -| - - 2| 160 5.5| 4{ 205} 2.9} 2 450 T4 -| - - 2l 260f s.8f 4 25| :.C
HE 4 29 1.6 - - - 6 298 | 10.3 | 10 327 4.7 4 29] 4.7 - - - 4 268 3.71 B _ 247 5.7
EI 2| 14! o8] -| - - | 3{ 150} 5.2 s| 164f .23 1 14 231 - - -} 3l 1sel 5.5 4 m 164 w 2.2
i Scoi 41 11,819{100.0 |16 2,205 !100.0| 58 | 2,905 |100.0 [115 | 6,929 |100.0 { 26 610 [100.0 12 {1,814 |100.0| 552,755 10C.0| 93 w...Sm ML

{
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TABLE 7.7 ADVANCE FACTORY BUILDING -~ DEVELOPERS, REGIONS AXD TIME PERIODS

Advance Factory Space - Square Feet Built
Local
Period | Region S Rew Town Authority Total
000 p 000 % 000 000 o
sq Tt sq £t ? sq £t % sq Tt ”
Wwes 2,214.0| 97.1 - - - - 2,214.01 97.1
F/S - - - - - - - -
ECS - - - - - - - -
1945~ g 66.8| 2.9 - - - - 66.8| 2.9
: - - - - - - - -
2 SW - - - - - - - -
NE - - - - - - - -
| HI - - - - - - - -
Scot 2,280.8 | 100.0 - - - - 2,280.8 | 100.0
WCS - - 24,0 | 66.7 - - 24.0| 66.7
/s - - - - - - - -
ECS - - 12.0| 33.3 - - 12.0| 33.3
1952~ | S S e T B I
59 S - - - - - - ~
NE - - - - - - - -
HI - - - - - - - -
Scot - - 36.0 | 100.0 - - 36,0 100.C
wes 353.8| 65.4 840,01 T76.4| 53.5| 64.51,247.3| 72.4
F/s - - - - 10.6 | 12.8 10.6 0.6
ECS 141.0] 26.1 260.0| 24.6| 18.8| 22.7 419.8 | 24.3
1960- | » - - - - - - - -
s |2, el tol Tl Il T sl g
SW 27.2 5.0 - - - - 27.2 1.6
NE 18.8 3.5 - - - - 18.8 1.1
HI - - - - - - - -
Scot 540.8| 100.0{ 1,100.0 ' 100,0| 82,9 ]1C0.0 | 1,723.7| 1GC.0
WesS 653.3| 52.7|1,129.0| 66.3|222.6 | 27.7{2,004.9| 53.5
/5 41,7 3.4 - - 155.0 | 19.3 196.7 5.3
ECS 209.7] 16.9 574.0 | 33.7 | 352.0| 43.8(1,135.7| 30.3
1966 | T 74.2 6.0 - - 10.0 1.2 84.2 2.2
20 B 10.0 0.8 - - 14.0 1.8 24.0 0.6
Sw 131.6 10.6 - - 30.0 3.7 161.6 4.3
NE 4 105.6 8.5 - -~ 20.0 2.5 125.6 3.4
HI 13.5 1.1 - - - - 13.5 0.4
Scot 1,259.6 100,01 1,703.0 {100.0 | 803.6 | 1C0.0 | 3,746.2 | 100.0




‘developments incoming industry had a wider choice of potential
locations and sites were no longer restricted to the areas of high

unemployment on (lydeside and in Dundee.

At the city or county scale the best placed areas in terms of the
availability of sites and advance factories were Lanarkshire, Fife,
West Lothian and Dunbartonshire. 1In all these counties the new
towns made a major contribution, with a share of advance factory
floorspace ranging from 90% in Dunbartonshire to 65% in
Lanarkshire, 58% in West Lothian and 54% in Fife. These counties
proved the most successful in attracting incoming industry in the
1960s and each obtained more immigrant employment than expected

on the basis of their labour supply measured by the level of

unemployment.

Te5.1 The Distribution of Arezs with Adequate and Inadecquate

Supplies of Land and Pactlories

In order to place these events into some sort of perspective it is
necessary to try and suggest a notional expected level of industrial
estate and advance factory building in an area. Using the same
method as previously, based on a region's share of Scottish
unemployment, if is possible to show that West Central's level of
advance factory space only fell snort after 1965, when another
200,000 sq ft would have been recuired to equate its share of new
advance floorspace and unemployment (Table 7.8). This contrasts
with the East of Scotland, which obtained nearly double the
expected floorspace after 1960, culminating in a notional excess
of around 600,000 sq ft in the latter 1960s. Other regions with

a notional surplus after 1965 were Fglkirk/Stirling and the

South West, while Tayside, the North Zast and the Highlands all

experienced a notional deficit.

Following a similar procedure with industrial estates, 1t is
possible to select two scenarios depending on whether total
adreage or only the new acreage at maximum effect is used. The
former will include previously occupied premises coming vacant

for letting, whereas the latter is more sirictly a measure of



TABLE 7.8

121.

ACTUAL AND NOTIONAL RXPECTED ADVANCE FACTORY

PLOORSPACE BULLT TN

2ACd PERIOD

Advance Factory Floorspace

Converted to

. . o
Period Region % Share sq £t (000) Difference
in sq £t
(000)
Actual | Expected | Actual | Expected
W Central 97.1 T0.1 2,214 1,601 +613
Falkirk/
Stirling - 2.2 - 50 -0
E Central - 10.4 - 237 -237
1945. | Tayside 2.9 6.0 67 136 - 68
51 Borders - 0.3 - 6 - 6
S West - 1.4 - 32 - 32
N East - 5.3 - 121 -121
Highlands - 4.3 - 98 - 98
Scotland 100.0 100.0 2,281 2,281
W Central 72.4 63.3 1,247 1,091 +156
Falkirk/
Stirling 0.6 3.2 11 55 - 44
E Central 24.3 14.4 420 248 +172
1960~ Tayside - 5.7 - 98 - 98
65 Borders - 0.5 - g. - 9
S West 1. 2.3 27 40 - 13
N East 1.1 5.6 19 97 ~ 78
Highlands - 5.0 - 86 - 86
Scotland 100.0 100.0 1,724 1,724
W Central 53.5 59.0 2,005 2,210 ~205
Falkirk/
Stirling 5.3 3.7 197 139 + 58
E Central 30.3 14.1 1,136 528 +608
1966~ Tayside 2.2 6.6 84 247 -163
70 Borders 0.6 0.7 24 26 - 2
S West 4.3 3.4 161 127 + 34
N Bast 3.4 5.7 126 214 - 88
Highlands 0.4 6.8 13 255 ~242
Scotland | 100.0 100.0 3,746 3,746

NOTE: a) The 1952-59 period ig excluded as viriually

factories were

P O
(S M TCA S

built.

coted nioe floorsonce

sinore of unenployment.

no advance

is baced on each roion's
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site availability. Both indices lead to similar conclusions and
differ only in their magnitudes. After 1950 Wdest Centra
experienced a notional deficit of industrial land, the size of
which increased in the latter 1960s, however it is measured.

This contrasts with the Bast of Scotland, where there was a large
notional surplus throughout the 1960s reaching nearly 2,000 acres
of land by the end of the decade (Table 7.9). This figure is
obtained by comparing the expected share (14.1%) of new industrial
estate acreage with the actual share (50%). The other surplus
regions, which were relatively well provided with industrial sites
after 1965, were the Borders ( 73 acres) and South West ( 29 acres)
and the deficit regions were West Central (-1,539 acres), Falkirk/
Stirling (-119 acres), Tayside (~108 acres) and the Highlands
(~188 acres).

The conclusion to be drawn from Tables 7.6 to 7.9 is that there
was a relative shift eastwards during the 1960s in comparative
advantage, as far as the availability of serviced sites and new
advance faclory space was concerned. But despite the erosion of
West Central Scotland's competitive position it still retained

an absolute advantage in terms of advance factory space and was

on a par with the East of Scotland as far as total, but not new,
industrial estate acreage was concerned (Table 7.6). The actual
number and extent of the sites and factory floorspace is important
because the larger the choice in an area, the higher the
probability that mobile industry can find its requirements catered
for. A small place with a favourable ratio of svace to
unemployment may only nave a single factory available, wnereas a
larger cenire with a poorer ratio may have more factories to offer.
It therefore stands a greater éhance of meeting a firm's needs in

terms of size, height or quality of the building.

Although the Vest Central region failed to develop iis notional
expected share of new sites and factories, especially after 1965,
this seems unlikely to account fully for the size of the eastward
shift in tahe distribution of incoming indusiry. The region
attracted less industry than its share of new advance factory
space or total indusitrial estate acreage would indicatle to be
appropriate. It contained the largest stock of both existing

premises and new advance factories and should have been in the



TABLE 7.9

ACTUAL AND NOTIONAJ

123

EAPECTED INDUSTRIAL ESTATE

ACREAGY AT UAXZT. Ul FRFFECTIVENESS

L.

Ind Est Acreage at MNaximum Effectiveness
Converted
Period Region % share
to acres Difference
in acres
Actual | Expected | Actual | Expected
W, Central 89,6 70.1 1,082 847 +235
FPalkirk/
Stirling - 2.2 26 26
E. Central - 10.4 125 =125
1945~ | Tayside 10.4 6.0 125 72 + 53
51 Borders - 0.3 4 - 4
South west - 1.4 17 - 17
North East - 5.3 64 - 64
Hignlands -~ 4.3 - 52 - 52
Scotland 100.0 100.0 1,207 1,207
W. Central 83%.0 58.3 1,088 713 +375
Falkirk/
Stirling - 3.6 - 44 - 44
B, Central - 14.6 178 ~178
1952~ | Tayside 10.2 6.5 125 79 + 46
59 Borders - 0.4 - 5 - 5
North Easti - T.9 - 97 - g7
Highlands 0.8 7.1 10 87 - 77
Scotland 1060.0 ! 100.0 1,223 1,223
i
W, Central 34.7 63.3 1,067 1,946 -879
Falkirk/
Stirling 1.6 3.2 48 98 - 50
E, Central 572 14.4 1,759 443 1,316
1960~ | Tayside - 5.7 - 175 -175
65 Borders - 0.5 15 - 15
South viest 5.2 2.3 160 TL +.89
North East 1.0 | 5.6 30 172 -142
Highlands 0.3 | 5.0 10 154 ~144
Scotland 100.0 | 100.0 3,074 3,074
¥, Cemtral! 29.3 | 59,0 11,517 | 3,056 -1,539
Falkirk/ -
é L. Central 49.8 14.1 L 2,580 730 1,850
1966~ Tayside 1 4.5 . 6.6 234 342 =108
70 Borders 2.1 | 0.7 109 36 + 73
south Vest 4.0 3.4 205 176 + 29
Horth #ast 5.7 5.7 297 | 295 + 2 1
Hignleands 3.2 6.8 164 352 =188 =
Scotlend | 100.0 | 100.0 |5,179 | 5,179
i



strongest position to provide factories to meet the demands of
incoming industry, even though, in relative terms, the East of
Scotland had a bhetter record of advance factory building. On the
other hand, the East of Scotland attracted more employment in the
latter 1960s tinan might reasonably be expected on the basis of its
avallable sites and factories. This situation cannot be explained
by an over=-concentration of new building in only a few locationsg
in Vest Central which might be deficient in other respects and
therefore unatiractive to immigrant firms, The advance factories
were, in fact, distributed over more employment exchanges®* (19)
than in the East of Scotland (iO). Consequently, factors
additional to those of site and factory availability seem to have
been operating to deter industry from moving to the West and

encouraging it to move to the East of Scotland.

7.6 THE INDUSTRIAL TuPLICATIONS OF IKDUSTRIAL SITE AND

FACTORY AVAILADILITY

It is of relevance to policy whether or not certain firms are likely
to view the availability of a serviced site or a factory as an
inducement. If the majority of incoming industries are attracted

by sucn factors, it snould be possible to improve an area's appeal
to immigrant firas by a policy of industrial estate and advance

Tactory development.

This question is examined by identifying the industries which are
either significantly over or under-represented on particular types
of site and in certain sorts of premises. In the case of industrial
estates, Table 7.10 shows that the only industry in which incoming
establishments were found in significantly larger numvers than
expected, on the basis of the distribution for all immigrants,

was instirument/electrical engineering. Conversely, those

industries least attracted either by sites or factories on

¥ The Glasgow and BEdinburga employment. exchanges were counted
as one each,



TABLE 7.10 i

IGRANT THDUSTRIES AND THEIR PREFERENCE FOR

PARTICULAR TYPES OF

INDUSTRIAL SITE

{(a) Immigrant Industry which displaved a significant preference

for sites on industrial estates

Chi Square Test
Number of % of
Industry . . \
Level of Establishments Establishments
Significance
Instrument/
Electrical .001. 66 67.3
Engineering
A1l .
Industry - 262 50.0

(p) Immigrant Industry which disvlayed a gignificant preference

for sites off indusirial estates

Chi Square Test

Industry

Number of % of
Industr
ustry " Establishments |[Establishments
Level of
Significance

f'ood, drink
& tobacco -001 29 8.4
Textiles .001 32 76.2
Bricks,
Glass etc 01 23 T6.7
All

- 262 50,0




industrial estates, where fhey were significantly under-represented,
were food, drink and tobacco, textiles, and bricks, glass etc
(Table 7.10).

In order to determine whether it seems to have been site or
factory considerations that caused firms in these industries
elther to move to or reject industirial estate locations, it is
necessary to ldentify the type of premises they initially
occupied. The instrument/electrical engineering plants seem to
have been attracted by the availability of new advance factories,
Table 7.11 shows that as many’as A3% of immigrants in this
industry initially started production in a new advance factory,
compared with only 28% of all immigrant establishments. If the
same proportion had held true for instrument/electrical engineering
units, then only 28 would have moved into advance factories. The

difference is highly significant at the .001 level.

Although the availability of new factoxry space rather than a
serviced site was of criticsl importance to this indusiry, it
also appears to have been influenced by the presence of nearby
gites on which purpose built factories could subsequently be
built to facilitate expansion. A significantly (.01 level)
higher proportion of instrument/electrical engineering than of

all immigrant establishments expanded into purpose built premises.

New advance factory space also proved a strong atiraction to
clothing firms because the number starting in such premises was
also significantly greater than expected (Table 7.11). The fact
that in the 1960s, when advance factory building was particularly
pronounced, the clotaing and instrument/electrical industries
were the commonest incoming industries meant that those areas
constructing advance factories enjoyed a major advantage in their

ability to attract immigrant firms.

As far as the food, drink and tobacco and the bricks, glass etc
industries are concerned, the ILAG survey (1973) shows that they
hadvspecial site requirements arising mainly from their effluent
requirenents. These made them unwelcome tenants on industrial
estates, where both industries are significantly under-represented

(Table 7.10)., In addition, ILAG showed that they are strongly



TABLE 7.11

TEMIGRANT INDUSTRIES AND THEIR PREFERENCE FOR

PARTICULAR TYPZES OF FACTORY SPACE 1945-70

(a) Immigrsant Industry which showed a gignificant preference for

Advance Factory space

Chi Square Test Number of % of
Industry Level of Establish- Establish=-
. oo ments ments
Significance

Instrument/
Electrical .001 42 42.9

Engineering
Clothing .02 33 39.8
A1) Industry - 149 28.4

(b) Immigrant Industry which showed a significent preference for

previously occupied premises

Chi. Square Test

Number of % of
Industry Level of Establish- Establish~-
o ments ments
Significance
Textiles .02 27 64.3
A1l Industry - 246 46.9

(¢) Immigrant Industiry which showed a significant preference for

purvose bullt premises

Chi Square Test

Number of % of
Industry . Establish- Establish~
Level of
s o ments ments
Significance

Chemicals . 001 15 53.6
Food, drink,
tobacce/
Bricxs, glass etc .05 24 35.8
A1l Indusiry - 129 24.6




influenced by the need for access to raw materials. Since this
restricts their location choice they are less likely to find a
suitable industrial estate (even assuming they are interested) on
which to start production. However, their preference for purpose
built premises (Table 7.11) relative to immigrant industry as a
whole indicates that & site on which to cemstruct such a building

is of particular importance.

It is somewhat surprising, at first glance, that the chemical
industry, which also tends to require specialised sites and access
to raw materials, (ILAG, 1973) is not also under-represented on
indugtrial estates. In fact half of the immigrant chemical plants
were on estates, which is the same proportion as for gll incoming
establishments. The explanation, in this instance, seems to be
that many of the plants were at the "lighter", non-polluting end
of the chemical industry spectrum, especially in pharmaceuticals,
cosmetics and photographic products, and they frequently located
on indusitrial estates. Examples are Organon Laboratories, Flow
Laboratories and Polaroid. This does not rule out the importance
of site factors to this industry because it displayed a significant
preference for purpose built rather than available premises,

Table 7.11 shows that over half of the chemical plants built their

own premises compared with only one-quarter of all immigrants.

Another interesting finding is the aversion of textile establish-
ments to a site on an industrial estate, despite both their lack
of specialised site requirements and a significant preference for
previously occupied premises (Tables 7.10 and 7.11). As meny as
64% of immigrant textile concerns started production in such
buildings compared with 47% of -all immigrants. The stock of
factories on industrial estates might have been expected to
attract textile firms, The reason they did not do so seems to be
the importance attached by the industry to localisation economies.
Textile firms showed a strong preference for the traditional
textile manufacturing ereas where they utilised cheap premises

which were frequently former mills.



.7 THE ORIGI{H COMPORENT IN THE DIMAND POR SITHES AuUD FACTORIES

There is evidence that an origin as well as industry component
influences the demand for sites and premises. Immigrant plants
coming from Forth America have displayed a particularly sitrong
degire to locate on industrial estates and in advance factories,
as can be seen in Tables 7.2 and 7.13. For example, 61% of
North American immigrants, but only 47% of those from elsewhere,
sterted on industrial estates. The respective figures for new
advance factories were 40% and 2%%, In both cases the North
American concerns displayed a significantly different preference

rattern from that of immigrant industry as a whole.

It was however shown above that the instrument/electrical
engineering iﬁdustry weas perticularly ipfluenced by the availability
of industrial estate sites and factory space and this industry is
over-represented amongst North American immigrants. For example,
34% of them were engaged in instrument/electriczl engineering,
compared with only 14% of establishments from other origins.
Nonetheless, even when standardised for industrial structure it

is evident, in Tables 7.12 and 7.13, thet the North American

demand has been strongly biased towards new premises and industrial

estates.

PThe number of establishments within any indestry moving into an
advance factory is too small to derive statistically meaningful
conclusions. However, in all the industries shown, relatively
more North American immigrants than others started in new advance
factories. When all new premises, in the form of becth advance and
purpose built factories, are considered together it becomes
apparent, in Table 7.13, that North American establishments in
both the mechanical and the instrument/electirical engineering
industries showed a stronger preference for a new building than

did immigrant industry as a whole.

The engineering indusiries as a group are also of interest for two

other distinctive aspects of their demand for sites and factories.

They are the only industry in Table 7.12 which is over-represented

on industrial estates and, as Table 7.13 shows, they have displayed
a pronounced demand For siteg on wiidch to construct itnsir own

factories.



TABLE T.12 HORTH ALERYICAN ILNITGRANT ESTABLISHMENTS ON

INDUBTRIAL ESTATES

Establishments
on Indusirial Estates

Industry North * Other
American Origins
No % No %

Mechanical Engineering 15 62.5 17 38.6
¥ns?rumegt/Electrlcal 2 75.6 16 63.2
Engineering
Mechanical, 4
Instrument/Flectrical 46 70.7 52 51.5
Engineering
Metal Goods n e s 5 45.5 21 56.8
Clothing 8 61.5 40 55.6
All Industry 73% €1.3 190 46.9

g significantly higher than expected: .02 level for Chi Square Test

¥ significantly higher than expected: .0l level for Chi Square Test

NOTE: Only those industries with more than 5 North American
tablisnments are shown.



.TABLE T.13

NORTH AMERICAN THMIGRANT ESTABLISHMENTS IN

131,

ADVALICE FACTORIES AND

NEW PREMISES, 1945-7C

\ . . Establishments in
Establishmentis Lstailzzgmgn:ftln all new premises
in Advance Factories purposs bu {(advance and
premises .
purpose built)
Industry
North Other North Other North Other
American Origins American Origins American Origins
No . % No| % No % No| % No % No| %
Mech Eng 8 33.3 11t 25.0 7 29.2 51 11.4 | 15% 62.5 16 36.4
éﬁ;tr/EleC 21 51.2) 21|36.8]12 |29.3] 8|14.0]33*% |80.5| 29! 40.8
Mech
Instr/Elec| 29 44.6 7 32 3L.T{19%%x; 29,2 | 13| 12.9| 48%%%x | 73,8 451 44,6
Eng ?
i
Hetal "
goods nes 4 36.4% 12§ 32.4 4 36.4 4110.8 8 72.8 16| 43.0
Clething 7 53.8# 26| 36.1 1 T.7 111 15,7 8 61.5 37| 51.8
i
All Ind 48%*# 1 40,0, 101 | 25.0 | 37** | 30.8 { 92 | 22.8 | 85 70.8 ) 183 | 47.8
: !
KEY: Significantly larger than expected at:
* .05 level for Chi Square Test
*x .01 level for Chi Square Test
* K%

" NOTE:

.00l level for Chi Square Test

are shown.

Only those indusiries with more than 5 North American establishments




The reason for the greater-desire on the part of North American
immigrents to occupy new premises is unclear. It could reflect
aspirations for the new and modern, as well as a willingness and
ability to invest in ithe best possible facilities, rather than
selecting cheaper but possibly less efficient altermative, older

premises.

7.8 ESTABLISHMENT SIZE AND DEXAND FOR SITES AND PREMISES

There are reasons for thinking that the size of an establishment
may affect its demand for a particular type of site or building.
Those requiring extensive sites are rarely able to find sufficient
land on an industrial estate and as a result it might be expected
that average employment size would be lower on industrial estates.
The evidence is conflicting because between 1952 and 1965 this
hypothesis held, but it did not apply in either the preceding or
the following period (Table 7.14). One reason for this is that
some of the larger capital intensive plants required extensive
sites, but relatively small labour forces, whereas scme large
employers, especially in the engineering industry, provided

relatively high density employment on industrial estates.

Insofar as the relationship between establishment size and factory
type is concerned, Klaasen (1965) has argued that "the benefits
afforded by the availability of sites, factories and services on
industrial estates are pariicularly important for smzll firms or
new enterprises, especially those which c¢an be accommodated in
standard factory buildings offered for rent". This is supported
by Cameron and Clark's (1966) findings taat the smaller companies
were particularly influenced by facfory availability., Table 7.14
shows that this is also true of Scottish immigrant establishments.
Those building their own premises employed between 50% and 100%
more people in eacn periocd than those moving into new advance
faqtories, and these in turn tended to be larger employers than
firms starting in older, previously oc¢cupied, premises which

offered less room fTor expansion.



TABLE 7.14 THE AVERAGE BEMPLOYMENT (AT WAXIMUM) OF IMMIGRANT

ESTABLISHIBNTS - IWDUSTRIAL SITES AND PREIISEDS

Number of Employeces
1945~ 1952~ 1960~ 1966~

51 59 65 70
Tvpe of Site
Industrial Estates 613 392 247 165
Not on
Industrial Estates 293 409 347 112
Type of Factory
initially occupnied
Purpose built 842 633 483 188
Previously )
occupiled 281 275 160 133
New ' 465 321 13 127
Advance Factory 3
All Industry 438 398 295 143




1. 2% ¢

The size distribution of completed advance factories can be seen
in Tables 7.1% and 7.i6. These illustirate why the largest
employers require purpose built premises, because the median
size of 3IEC advance factories was only 20,000 sq ft and this is
considerably larger than those built by either the new towns or
the local authorities. Nest factory construction (defined here
as units of under 10,000 sq £t) has been left largely to the
local authorities and new towns. Only 5% of the SIEC factories
were smaller than 10,000 sq f£t, compared with two-thirds of the
local authority and as many as three-quarters of the new town
advance factories (Table 7.16). The governmenti (SIEC) factories
were orientated more towards the needs of larger firms, although
in absolute terms the new towns built more large (over 20,000

sq £t) advance factories than SIGC.

SIEC advance factory occupants are conspicuous for the prominence
of immigrant firms and for their reluctance to undertake a
subsequent move to purpose built premises. Both features suggest
a high degree of satisfaction with such buildings. As much as

68% of the SIEC advance factory floorspace built and occupied
between 1960 and 1970 was taken by incoming establishments and

of these 95% remained in their initial factory, expanding either
by constructing extensions or taking nearby advance units.
Immigrants starting in local authority sdvance factories displayed
only slightly less stable characteristics in that 88% remained in
their original building. A different picture is found in the new
towns, where only 65% retained their original factory and one-third
subsequently moved to purpose bhuilt premises. Differences in
factory size seem to provide the explanation for this pattern in
that the new towns built relatively more of the smaller units than
either BSIEC or local authorities., It appears that many immigrants
in the new towns started pilot production in premises too small to
satigfy their long term needs. Advance factories seem to have
fulfilled a valuable function in facilitating initial small scale

production wnile teething troubles are overcome.

Overall there is a strong preference amongst immigrant companies
to remain in the same type of premises in which they started,

since 89% did not change, although a féw of thzse moved to a



TABLE 7.15 AVERAGE SIZE OF COIPLETED ADVANCE FACTORIES - 000 S5Q FT

All Factories 10,000 sq ft and over
Authority .
Median Low%r Upper Median Lower| Upper
Size Quar- Quar- Size Quar~| Quar-
tile tile tile tile
SIE 20.0 13.0 27.5 20.0 13.2 27.8
New Towns 5.0 2.0 6.3 20.0 12.5 25.0
Local -
Authority 5.0 3.0 10.0 10.0 10.0 20,0




TABLE 7,16

1250,

THE SIZE DISTRIBUTION OF ADVANCE FACTORIES BUILT BY DIFFERENT

AUTEQRITIES

Space Completed 1960~70 - Number of Factories

All Factories 10,000 sq ft and over
000
sq £t .
Local . Local
SIEC New Towns Authority STEC New Towns Authority
No % No A No % No % No % No %

1 - 9.9 4 5.3 1 261 76.1 76| 64.9 - - - - - -
10 - 19.9] 35 46.7 34 9.9 29 24.91 35 49.3 | 34 41 .4 | 29 T0.7
20 ~ 29.9) 22 29.3 | 3%| 10.2 10 8.5 22 31.0 35 42.7 | 10 24.4
30 - 49.9 6 8.0 8 2.3 2 1.7 6 8.4 8 9.8 2 4.9
50 - 79.9| 8| 10.7 4 1.2 - - 8| 11.3 4 4.9 - -
80 - 99.9 - - 1 0.3 - - - - 1 1.2 - -
Total 751 100.0 | 343 | 100.0 {3171 100,0| 71| 100.0{ 82 | 100.0 | 41 | 1.00.0

l




similar type of factory. As might be expected, the smallest
movement was out of purpose built premises, and the largest from

the new town advance factories.

7.9 CONCLUSION

1t appears that the distribution of readily available premises has
had an important influence on the location of incoming industry.
Since 1560 about tnree out of every four immigrant establishments
have started production in available, rather than purpose built
factories. Previously occupied buildings have made a greater
contribution than new advance factories, but by the latter 1960s
the increased scale of advance factory construction resulted in

as many immigrants moving into such preﬁises gs into previously

occupied ones.

The .changing distribution of advance factory building, with a
decreasing proportion being built in the West of Scotland, seems
to offer only a partisl explanation for the region's declining
share of incoming industry. After all, even in the 1960s the
majoriiy of immigrants did not start in an advance factory. The
availability of previously occupied space has also been important
and the West Central region should have enjoyed an advantage in
this respect. Not only does it contain over nhalf of Scotland's
manufacturing industry, but it also benefitted most from
government industrial development activiiy, containing as it did

about 80% of all the SIEC industrial estate acreage in 1970.

The region's share of new industrial estates fell dramatically
during the post-war period and it became less competitive than tine
East of Scotland., However, the fact that factories rather than
sites seem to have been critical to most incoming firms and taat
West Central should nave enjoyed a comparative advantage in terms
of’this rescurce suggests that this cannot provide a complete
explanation for the changing distribution of incoming industry.

It appears, as a result of the industrial development activities
of the various agencies in the 1960s, that zn increasing number

of locations cutwith the West of Scotland nad factories snd sites



available. This represented a very marked change from the earlier
periods. Conseoquently mobile industry was no longer restricted

in its choice of potential locations to the West Central region,
although the variety of factories available was gtill likely to

be greatest there. In cost terms the region's previous advantages
were reduced, but not eliminated (assuming that factory
availability and cost are inversely related). The reduction of
geographical cost differentials in this way may have either

helped to extend the spatial margins to profitability away from
the West of Scotland, or else it decreased cost differences

inside the margins, particularly within the central belt. A large
enough reduction could allow other factors, such as psychic costs,
to offset the competitive advantage enjoyed by those places

with the largest choice of sites and factories. In this way
industry's attention might be drawn to a wider variety of
locations where its requirements could be satisfactorily met,

especially if there was an urgency to start production.
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CHAPTER 8

PSYCHIC COSTS ARD THE

INFLUENCE OF AN AREA'S IMAGE

8.1 INCORPORATING PSYCHIC CO3TS WITHIN THE VARIABLE LEAST COS®

MODEL

Behavioural theories were shown to incorporate sub-optimal decision
making since they recognise that indusirislists are essentially
"satisficers™ who seek to attain certain aspiration levels rather
than "maximisers" seeking the optimum solution to their location
problem {Simon, 1959). This concept tnat personal coasiderations
cen outwelgh economic ones in location decicions is important
because 11t recogniseg that an industrialist's perception of an

area can influence his choice of site, since the decision is rarely
confined to purely commercial ccnsideratioas. Greenhut (1956) has
argued that non-financial factors represent a "psychic income"
which contributes to the businessman's goal of maximising total
satisfaction, and Smith (1966) has shown how concepts such as the
image of an area and the search for a satisfactory ratner than
optimum site can be incorporated within a variable cost model.

In deference to this latter aprroach the term psychic costs is used
here to denote the perceived non-financilal costs arising from a
reduction in an industrialist's total satisfaction as a result of
choosing a particular location. They constitute the cost of
enterprise in that management is likely to be attracted more readily
and chesaply to areas with low psychlc cosis because higner financial
inducecaments will probaply be required to entice managers to thoze

places perceived as belng unattractive,



The theoretical discussion showed that the spatial margins to
profitability are likely to be determined by economic factors such
as costs or revenues, buit anywhere within them a manufacturer will
be able to find a satisfactory location. As a result the actual
choice may be determined by personal preferences basged on an
impressionistic view of different areas. Townroe (1971) has found
" that a detailed economic evaluation of alternative sites is
unusnal, thereby allowing personal feelings to affect the location
decision. The opportunity cost of such a decision is the profit
forgone by locating away from the least cost location. Therefore
the steeper the spatial cost-gradient and the further away the
chosen location is from the hypothetical optimum, the higher the
opporiunity cost and the greater the implied psychic cost

advantage of the preferred site.

The smaller the variations in cost over space, the greater the
probability that psychic cost advantages will be able to offset
the finaqcial cost penalties of a non-optimum site., Consequently
any trend towards an equalisation of production and transport
costs within Scotland is likely to increase the weight exerted on
the location decision by personal considerations or psychic costs.
In such circunstances it can be hypothesised that psychic cost
advantages will increasingly become the marginal determinant in

the choice of location.

The influence of psychic costs is illustrated in Fig 8.1 based on
Smith's (1966) work. The least cost maximum profit point is at X,
although anywnere witnin the shaded area will enable profits to be
made. The margin is determined by the points of zero profits at

Mq and M,, beyond which losses are sustained.

AC ~ Averags cost

AR - Average revenue

Y X P

Mg 8.1 Tue Zilfect of nn Area's Imarce on the Locatiion Decisicn




A manufacturer may be detefred from locating at X because of its
unfavourable perceived image whereas he 18 atiracted to Y for
personal reasons (Fig 8.1). Greenhut tries to rationalise this
further via “psychic income" and it can be argued that although ¥
is a higher cést location than X by £5 per unit ocutput, if the
psychic income obtainable at Y exceeds this difference then Y will
offer a higher total satisfaction and personal factors will divert
the factory from the maximum profit location. An alternative way
of expressing tnis situation is to argue that location X imposes
high "psychic costs", and if they are assumed to be more than £5
per unit output this renders'xra higher cost location than Y,

which becomes the least cost point.

Whether or not the perceived image is realistic is unimportant,

and 1t does not matter if a decision maeker is unlikely to use the
facilities of an area because as Eversley (1965) points out, it

is enough that he should feel that he will be deprived of something
by not selecting that particular location. ILAG (1973) found
support for this general argument, concluding that amenities and
environment appear to play an important supplementary role in
decision taking and pointed out that 70% of all firms said they
were influenced tc some extent by this consideration. Cameron

and Clark (1966) also concluded that "an attractive local

environment influenced a sizeable minority of companies".

8.2 THE CCMPORENTS OF AN ARTA'S IMAGE ALD THEIR IMPLICATIONS

FOR PSYCHIC COSTS

The intangible and subjective nature of the concept makes for
difficulty in identifying, let along assessing, the relevant
components that go to make up the image. In addition, the type of
move being considered may be relevant, for if mansgement and key
workers are to move with tne plant then the new location must be
attractive to them, whereas if few persounel are to transfer the
image of the environment for residential purposes is less important.
On the cother hand, the perception of the work environment as it
affecty the efficient economic operatién of the firm is likely to

be relevant regardless of the type of move.



8,2.1 Tmace of the Physical Environment

It is possible to recognise at least three components that contri-
bute towards the concept of image. Iirstly, the physical
environment is likely to be the factor influencing a manufacturer's
initial impression on visiting an area. A drab town set in
scenically unaftractive surroundings is unlikely to prove
attractive unless the economic arguments in its favour are
overwhelming and these may be influenced by the type of industry,
because as Klaassen (1965) has pointed out, "the more footlocse an
industry ..... the more the nature of the general facilities
offered by the area will be important". As most of the incoming
industry falls into this category, by virtue of the fact that it
has moved from elsewnere in the UK or abroad, it means that we
should expect immigrant establishments to be under-represented in
envirommentally debressed areas. The most obvious feature of such

places is the low quslity of housing and a2 run-down urban fabric.

If it is assumed that industrialists view Scotland in the context
of city regions, it 1s possible to coumpare the regional centres
using Census data relating to the quality of the urban physical
environmeat (Table 8.1). Glasgow is shown to be the most
underprivileged centre and therefore likely to present the most
unappealing image, a fact which has been recognised by the sub-
committee of the Scottish Housing Advisory Committee (1967), who
concluded tnat "Glasgow has a reputation for bed housing conditions
and, despite great efforts by the Corporation this reputation is
unfortunately justified”. It must be admitted that this is only
a partizl picture as it cannot illustrate, for example, the value
of the numerous attractive Victorian buildings in Glasgow, nor the

influence of the Georgian New Town on Bdinburgh's image.

8.2,2 Imsge of the Social /Cul tural Environment

A gecond component is tne social/cul tural one, walich embraces
features such as the quality of tneatre, musical and otner
entertainment, the range of eating places, the choice of activities

cilner to watcen or participate in, as well as indicators of the
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TABLE 8.1 COVPARATIVE STATISTICS OF URBAN CONDITIONS IN SCOTLAND

' |
e s ; . o t Great
Glasgow ! Edinburgh | Aberdeen | Dundee { Scotland | Britain
%
Physical Environment
% of population at over 11.8 4.9 4.0 5.2 5.4 1.6
1.5 persons per room ) - * ‘ ‘
# of households lacking . 5 '
hot water tap 23.8 10.5 15.1 22.5 i 12.4 12.5 i
% lacking bath 32.7 20.2 31.3 32.4 | 20.0 15.4 |
# lacki lusi | f
& LBCRINE exclusive use i 4.5 6.2 30.8 17.9 ; 11.2 8.1 |
of C ¥ :
7 of owner occupied i - :
dwellings 20.1 47,3 29.4 18.4 1 23,2 46.7 é
! 1
! i
Social Environwent 5
1]
¢ of population under - i (q |
15 years 27.5 23.3 - 23.4 26.6 26.2 El/ﬁ at !
% 15 - 64 years 59.4 62.1 63.0 61.0 61.7 Etime of
7 over 64 years 13.1 14.1 13.5 12.5 2.1 (
(oot
Dependency rates® 633 610 | =586 641 621 (report
i Deatns per 1,000
! population 13.3 12.9 : 12.5 12.3 : 12.3 11.9
(211 causes) i
1
» Infant mortality per :
11,000 live birtas 27 22 17 20 el 18
{ (
. males professionals,
mana.ers & employers 8.7 17.3 14.C 11.1 13.2 15.1
% males intermediate &
Junior non-mcnual and . - 5 -
semi- and unskilled 48.0 45.0 46.7 46.8 45.7 43.3
sanual workers

* Dependency retes: the number of versons under 15 and those over 64 per 1,000
persons aged 15 - 64

Source: Arwas of Need ~ Glasgow Corvoration and Geottizh Developaent
vepartmeat, 1373



gsocisl environment such as the demand for welfare services, social
structure, homelessness, crime rates sad alcohclism. dithout
detailed analysis it is impossible fo suggest any comprshensive
view on the social/cultural image of different areas other than

to speculate that the two extremes are likely to be represented by
Edinburgh at the favourable end of the spectrun and Glusgow at the
other end. The Lothians Regional Survey and Plan (1966) clearly
held this view, arguing that the Edinburgh area is one of high
amenity value and likely to be favoured by an industrislist
wishing a location for his factory which will be attractive both
to himself and his workforce. The survey team felit that
Livingston New Town could benefit from this association by
emphasising its accessibility to the business, social and

cul tural life of Edinburgh. Edinburgh enjoys internsational acclaim
for its annual Festival, whereas Glasgow's publicity frequently
has a negative, not to say sensational, bias, with an emphasis on
the "Ho liean City" image (HcArthur and Kingsley Long, 1956).
Exawples are articles in "Time" magazine (1973) which concentrated
on violence and squalor, and the Sunday Timesg and Observer Colour
Magazines (1968}, which both focussed exclusively upon extremes

of violent behaviour by teenage gangs. "Time" magazine even went
so0 far as to claim that "for most of this century, Glasgow has
been a iecca Tor criminclogists and sociologists. It is violence,
and not ithe ships built and launched into the slate-grey waters

of the Clyde, that gives Glasgow its fame", Glasgow football fans
are another popular topic with the media, who frequently appear
more interested in off the field activities, especially when

Celtic and Rangers play each otaner.

It is however interesting to note that Cameron and Clark's (1966)
study provided support for the contention that "some areas are
rejected on social criteria and particularly because of the poor
physical and social environment wnich they are said to.possess".
A poor perception of Clydeside would appear to be rooted in fact
in that Holtermann (1975) concluded that "there is no escaping
the conclusion that when deprivation is measured at small area
le#el, Scotlend and Clydeside have more of it than anywhere else,
it is more severe there and there is more of it in the same
places. No Engl;sh conurbation is in the same league as

Clydeside",



8.2.3 Image of the Economic Environment

The economic environment representes the third component of
"image", and is equally elusive and difficult to measure. It is
assumed to exclude wages and labour availability, for which there
is quantifiable evidence and which represent a distinct factor
and cost of production in their own right. But it includes
features such as militancy of the workforce, for which no small

area data is provided.

The evidence that is available'suggests that not only is this an
important consideration to a number of firms but also that once
again Clydeside is likely to present a more unfavourable image
than other parts of Scotland. Cameron and Clark (1966) found that
the desire to locate in an area of goocd management-~labour relations
was often mentioned, with strong preferences being expressed for
areas which were free from stirikes or wnere union organisation

was felt to be relatively weak. They also discovered that a
number of companies refused even to contemplate the West of
Scotland because of its reputation for militant labour, while

some large companies, after considering the region, rejected it

on the grounds of the suspect quality and tractibility of labour.
Unfortunately for Clydeside, those companies in the important
engineering and electrical goods sectors which considered setting
up large branci plants showed "a marked desire to establisin units
in the newer areas, where it was felt the unions would not be so
militant as in areas close to the centres of traditional industry"

(Cameron and Clark, 1966),

Clear evidence for a difference between the West and East of
Scotland has come from Burroughs liachines Limited in their evidence
to the Trade and Industry Sub-Committee (1973). They claimed that
"in Scotland we hnave had more tanan an acceptable amount of labour
disruption relative to other places throughout the world - I

would say particulsrly at Strathleven and to some extent at
Cumbernanld also'"., This contrasts witn the situation in their
Fife plaat, wnere "in tne case of the Glenrothes factory, I

believe the relationships wiitn the workers and with the unions

have been very good". This supports the view expressed by the



Lothians Regional Survey and Plan (1966) that the Edinburgh

region does not have a bad reputation for industrial relations.

The West Central Scotland Plan team (1974) found that the region

had a poor strike record and concluded that "for all stoppages,

the number of days lost per 1,000 employees per annum over the

period 1960-68 in West Central Scotland was significently higher
than in the UK as a whole, or in the rest of Scotland". 1In fact,
amongst all regions of Britain only Merseyside had a worse strike
record than VWest Central Scotland between 1968 and 1973 (Table 8.2),
after standardising for differences in industrial structure to

remove the distorting effect of an over-representation of strike

prone industries (Department of Employment, 1976).

The cogt of poor industrial relations is likely to arise from
disruptions to production which upset tﬁe factory's workflow,
higher labour costs owing to overmanning and demarcation rules,
the diversion of mansgement attention from other problems, penalty
clauses for late delivery and the consequent loss of future orders.
Any or all of these tnings will raise the costs of a location in
the West of Scotland., Consequently it is possible to incorporate
industrial relations within a least cost theoretical framework.
The evidence therefore seems to support the hypothesis that the
West of Scotland has a distinctly more unfavourable "economic
image™ than the East, and this is likely to influence the location

decisions of mebile industry.

8.2.4 Further Evidence of Spsiially Differeantiated Images of

Scotland and Changes over Time

Further interesting supporting evidence has been provided by the
Manpower Research Unit of Heriot-#Watt University (1974). They
interviewed a samvle of managers in England to try and identify
theilr perceived image botn of Scotland as a whole and of different
areas within the country. Two of their findings are particularly
relevant here. In terms of residential preferences, Glasgow had
the worst image of any of the Scottish towns considered, wiaereas

Edinburgh was viewed most favourably. In addition, the researchers



TABLE 8.2 INDUSTRIAL STOPPAGES 1968~73

Adjusted for

Unadjusted Indugtrial

Region/A Ratio of Structure:

egion/area Region/GB Ratio of

Annual Average Region/GB
Annual Average

Scotland

West Central 1.95 1.74

Pelkirk/Stirling 1.01 0.96

East Central 1.27 1.01

Tayside 0.86 0.99

Borders 0.59 0.33

South West 0.34 0.54

North East 0.67 0,70

Highlands 0.19 0.29 i
|

Rest of Greai Britain*

South East England 1.61 0.68

Bast Anglia 1.37 0.70 i

South West England 0.79 0.82 1

West Midlands 1.39 1.28

East Midlands 0.92 0.66

Yorkshire & Humbersige 1.76 1.01

North West England 5.43 2.43

North England 1.92 0.99

wales 2.95 1.27

The figures show the ratios in the worst sub-regions of each

standard regilon,

SOURCE:  Depariment of Employment Gazette, November 1976,



found thét it was possible to identify three regional images of
Scotland as held by managers in England:~ (i) the West Coast

(ie basically West Central Scotland) perceived as being wet, but
scenically attractive and with a poor workforce unwilling to work;
(ii) the East Coast - viewed as being dry and cold. The cities
were dull (presumably with the exception of Edinburgh?) but the
people were seen to be industrious and the area was considered to
offer a good business environment; (iii) the Highlands - viewed

as scenically superb but suited principally to primary industry

and tourism.

The boundaries between these perceived regions are far from
distinct and there will of course be many exceptions within them.
It is possible to supgest that the most likely favourable excep-
tions will be in those places where there is evidence of dynamism,
growth and a favourable "business climate" since confidence is
important to decision making and there is much truth in the axiom
that "nothing succeeds like success'". Local authorities are able
to play a valuable role in creating and fostering such an image,

and the New Towns may be particularly advantaged in this respect.

Gould and White (1963) have produced a perceived residential
amenity map of Eritain on the basis of the preferences of groups
of gchool leavers throughout the country. The pupils ranked all
the counties according to their residentiazl desirability, on the
assumption tnal they could live wherever they wished. After
removing thne bias towards a preference for local areas a national
perception surface is identified and its Scottish component is
shown in Map 8.,1. Within Scotland the least desirable residential
areas are seen to be the Clydeéide conurbation, West Lothian,
Aberdeen and the northern Highlands, whereas the most attractive

pleces are Edinburgh and the Dumfries and Borders areas.

Although taere is strong evidence tec suggest that West Central
Scotland in general, and Glasgow in particular, have higher
psycnic costs than elsewhere in Scotland, this does not explain
the sudden deterioration in the region's performance in the 1960s.
Glesgow's poor reputation is of long standing and unfavourable
reports of wviolence, sguslor, poor housing and social probdlems

were not uncommon in tne inter-war pericd. ¥Even tne militaucy of
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MAP 8.1 THE PERCEPTION SURFACE OF RESIDENTTIAL AIENITY IN SCOTLAND

The higher the figure, Y/f—~”"~—/zﬂuﬁg_/~—
the better the

perceived residential

amenity.

f\s\\

Source: Gould & White
(l96§)
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the ares's industrisl relations is an established phenomenon
which was a subject of concern in a study by Glasgow University
back in 1932 - "there is the impression that conditions beiween
employers and workers are bad and that the district is one
seething with unrest which is of a subversive character". The
game report found little interest in the area from foreign
businessmen since "in their view, the reputation of the area for
strife and disorder was so bad, they would not consider risking

their capital in i+t",

Two posgible explanations can be advanced te account for an
increased detrimental influence emanating from the area's image

in the 1960s. Either Glasgow's reputation suffered a further
relative fall or else its effect on location decisions increased
as a result of the weakening in importance of other factors. There
is evidence that both considerations may have been operating. 4
series of reports drew attention to the poor state of much of the
city's housing stock (Cullingwortn, 1968, Scottish Housing
Advisory Committee, 1967) and no doubt resulted in the impression
that there were few attractive residential areas available in
Glasgow. During the same period the city's reputation for teenage
violence became a popular topic with the media. Patrick (1973)
has pointed out that "news stories on juvenile violence began to
appear in the late 50s and early 60s, but it wasn't until 1965
that the trickle of news items on gangs began to swell into a
flood ..... by May 1966, tne national television and radio
networks had taken up the story ..." The city's image as a
desirable place in which to live and work must have been tarnished

by such publicity.

There are also grounds for thinking that certain locational
factors exerted a smeller influence on the decisions of incoming
industry in the 1960s. The spreading of Assisted Area status to
most of Scotland effectively widened the search areas for mobile
industry because #est Centrzl Scotland no longer offered a cost
advantage on this particular count. Additionally, the siackening
of the Scottish labour market as reflected by the worsening
unemployuent levels during the course of the 1960s enabled
industry to obtain its labour needs in a wider choj.ce of lecations

than previously. Therefore the spatial margins to profitability
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were extended with government incentives and labour tending to
approximate to basic rather than locational coets as their
geographical variations declined. This meant that their effect

on locational decisions weakened. Image Tactors via psychic

costs remained strongly differentiated spatially snd whereas they
were previously of secondary importance to other factors this
became less true during the 1960s as spatial cost differences were

eroded.

8.3 THE FTFFECT OF PSYCHIC COSTS UPON THE LOCATION DECISIONS

OF IMdIGRANT INDUSTRY

If the hypothesis is correct that Clydeside in general, and Glasgow
in particular, tend to present a poor image which imposes psychic
cogts and renders these areas less attractive to nmobile industry,
then this should be reflected in the locations selected by
immigrant establishments. The previous discussion suggests that
psychic cost considerations are likely to be selective in their
effect as regards size of firm, type of industry and the nature

of the move. The larger the immigrant establishment the greater
the number of managerial staff and key production workers who will
be required either to move with the firm or be attracted from
elsewhere. In order to obtaln such workers the chosen area must
present a lavourable image in terms of its living and working
environment. The critical size itnreshold where such considerations
become important is difficult to identify, but it is possible to
suggest a figure of about 300 or more employees. This is the size
of establishment identified by Luttrell (1962) as being relatively
self contained in its operation and relatively free to operate in

all the major industrial centres in the UK.

Those industries most likely to be influenced by "image" factors
are the ones wahere there is a high technological input wita a

heavy requirement for skilled labour or those which are relatively
"footloose" (bearing in mind the previocus qualifications concerning
this tern) and consequently enjoying wide spatial profit margins.
Chisholm (1964) has argued that in those industries wnere rapid

technological progress is occurring firms ere starting to find it



necescary to consider plant locations which will attract and hold
managerial staff and skilled labour. Amongst the industries which
best fulfil both these considerations are mechanical, instrument
and electricel engineering, which were identified by Cameron and
Clark (1966) as being the most reluctant to locate in the West of
Scotland. If the argument is correct that considerations of
psychic costs became particularly relevant during tne 1960s this
would suggest that the instrument/electrical engineering industry
igs the most likely to be responsive to such factors because
mechanical engineering became decreasingly important in the

structure of immigrant industry during this period.

Finally, the type of move is &lso a relevant consideration.
Transfers, which involved the closure of a plant in one location
and its move to a new one, require the movement of the exligiing
labour force or at least the "key" workers if production is not
to be disrupted and costs incressed by the need to train new
labour. ¥irms moving to areas with an attractive image will be
the most likely to retain their existing workforce or to obtain
replacement labour. AHowever, the lack of information to
distinguish such immigrants which transfer from those set up as

new branch plants prevents this hypothesis from being tested.

It is therefore possibvle to suggest that large plants in the
engineering industry in general and instrument/electrical
engineering in particular are the ones most likely to be
susceptible to locational considerations of a non-pecuniary nature.
This is likely to be reflected in their aversion to moving to
areas perceived to have an unfavourable image or conversely tneir
preference for those places offering "attractive" environments,
It can therefore be hypothesised that such establishments are
likely to be under-represented on Clydeside and particularly in
Glasgow. FYor the purpose of this hypothesis Clydeside is taken
to be Glasgow, Lenaorkshire, Dunbartonshire and Renfrewshire, wizn
the exception of the new towns of Eagst Kilbride and Cumbernauld,

which are assumed to presgsent a favourable "inage®.

Table 8.3 suggests that there is some evidence that large engineering
plants were more reluctant to move to Clydeside than other large
establisnments and that this was a more markeco fealure of the



TABLE 8.3 PAE INFLUZNCE OF AN AREA'S TIMNAGE ON ITs ATTRACTION

TO IMMIGRANT INDUSTRY

(1) Clydeside

(a) Share of Large Immigrant Plants - Fngineering aud

All Industries

Period

No % No % No %
1945-59 23 58.9 23 65.7 46 62.2
1960-T70 7 25.0 12 . 46.2 19 35.2
1945-70 30 44.8 35 57. 4 65 50.8

(b) Share of Larce Instrument/Electrical Engineerinz Plants

Instrument/Slectrical Non~Instrument/Electrical
Fngineering Plants Engineering Plants
Period
No % No %
1945-59 16 6l.5 30 62.5
1360-70 5 22.7 14 42.7
194570 21 43 .7 - 44 55.0

(For notes on plant size and area definitions, see next page.)




TABLE 8.3 (continued)

VST

(2) Glaszow
(a) Share of Large Instrument/Electricel Engineering and
Clothing Plants
Non-~
Instrument/ | - . :
- ) Instrument/ . Non-
Period ;1??trl°%1 Zlectrical Piiﬁts 0%222126 Clothing
n%ineirlng Engineering Plants
ants Plants
No % No % No % No % No 4
1945-59 3 11.5 12 25.0 15| 20.3 3133.3{12]| 25.0
1960“‘70 - - 3 9-4 3 506 l 613 2 403
1945-70 | 73 6.3 | 15| 18.8 {18 |14.1| 4|216.0]14]13.6
* Significantly smaller than expected on the basis of its share

of large non-instrument/electrical engineering plants
(.05 level Chi Square Test).

NOTES

1. TLarge - 300 or more employees at maximum employment.

2. Small -~ under 300 employees at maximum employment.

3. Engineering - mechanical, instrument and electrical engineering.

4. Clydeside - Glasgow, Lanarkshire,
‘ excluding East Xilbride and Cumbernauld.

Duntartonshire, Renfrewshire,

5. Glasgow - the nine city employment exchanges, plus Clydebanik,
Rutherglen, Cambuslang and Barrnead.



immigrants that arrived in the 1960s. The same is true if only
instrument/elecirical engineering immigrants are considered, but
in neither case is the difference sufficiently pronounced 1o rule
ocut chance factors from being responsible, 4Although the argument
that Clydeside presents a tarnished image to industrialists which
deters them from establishing new plants in the area, is unproven
it is pertinent to consider whetaer or not this may still in fact
be true of Glasgow. It is shown in Chapter 10 that West Central
Scotland's poor record of industrisl attraction in the 1960s is
essentislly a Glasgow phenomenon and tnat the rest-of the region
performed reasonably satisfactorily. Consequently, it could be
that the city rather tnan the region as a whole suffers from an

adverse image.,

There is in fact evidence to support such a hypothesis because
Glasgow's share of the large instrument/electrical engineering
immigrants is significantly (.05 level) smaller than its snare of
other large establishments (Table 8.3). It might be argued that
other factors, sucn as a tighter female labour supply, could be
responsible for this industry aveoiding Glasgow, but as there is
no evidence whatsoever thnat large clothing establishments were
more averse than other large plants to a Glasgow location it seems
reasonable to dismiss this as the explanation. Similarly, a
shortage of attractive industrial sites and modern factories in
the city could be held responsible since it was snown previously
that tihe instrument/electricel engineering industry was

particularly attracted by such factors.

However, this does not seem to provide a full explanation as the
city was ranked seventh and ninth respectively in terms of advarnce
factory space built and new industrial estate acreage in the
post-1960 period, whereas it ranked only eleventh when the number
of jobs in these particular immigrant industries are considered.
In addition, the city failed to attract a share of the large
instrument/electricel engineering immigrants commensurate with its
shgre of othexr large planis even in the period 1945-59, when it
was relatively competitive as far as the availability of sites and
factories was concerned (Table 8.3)., This supports the ergument
that the city's unfavourable reputation is responsible for an

aversion amongst large establishments, particulsrly in the



instrument/electrical engineering industry, to locate in the city.
The fact that there is no evidence irat small units in the same
industry avoided the city shows that there is both a gize and an
industry component operating, as the hypothesis predicts. Either

feature on its own would be insufficlent to accept the hypothesis.

In marked contrast, the new towns appear to offer an environment
which is favourably perceived by incoming industrialists and they
avoid most of those unfortunate features which were identified &5
afflicting Glasgow. Yor the hypothesis to be correct, engineering
establishments should be significantly over-represented in the
new towns., Table 8.4 provides clear evidence that this is the
case, as the new towns attracted one in three of all large
engineering plants but only aboutl one in seven of other large
immigrants. This finding, however, does not rule out cost rather
than non-pecuniary considerations from being responsible. The
new towns were particularly well provided with industrial sites
and advance factories, and as these were important inducements to
engineering firms, particularly instrument/electrical engineering
ones, it might be expected that such industries would be prominent

amongst the new town immigrants.

In order to standardise for this variavle the immigrant establisn-
ments locating in the new towns were compared with those locating
on SIEC and locel autnority industrial estates. This confirmed
the previous finding, witnh the new towns attracting a higher share
of the large immigrasnt engineering plants than other industrial
estates (Table 8.4). The fact that a‘size, as well as an industry,
component is-operating can also be seen in the table, with the new
towns, unlike the other incdustrial estates, attracting a
significently higher proportion of large engineering plants than
small ones. This corroborates the hypothesis that large
engineering plants, particularly in the instrument/electrical
sector, display tne greatest propensity to move to areas with a

favourable environment and to avoid places with poor reputations.



TABLE 8.4 THE INFLUZNCE QF 2HE NEW TOWNS!' IMAGE ON THEIR

ATTRACTION TO ITULIGRANT INDUSTRY

{2) Share cof Lorre Immigrsnt Plants - Engineering and All
Indugtries (1952~70)

Type of Plant No %
Large Engineering Plants 14 32.6
Large Non-engineering Plants T 13.5
All Plants 21 22.1

(b) Share of Large Immigrant Plants that Located on Industrial

Estates ~ Engineering and All Industries (1652-70)

. Qther
New Towns Estates
Type of Plant 3
No % No %
Large Engineering Plants 14= 53.8% 12 46.2
Large Non-engineering Plants 7 35.0 13 £5.0
All Large Plants 21 45.7 25 54.3

(¢c) Snare of Large and Small Engineering Plants on Industrial
Estates (1952-70)

i Cther
New Towns ’ Estates
Type of Plant &
No . % No %
Large Engineering Flants l4¢ ) 53.8d 12 ! 46,2
Swall Engineering FPlants 13 27.7 34 T72.3
All Engineering Plants 27 42.9 36 57.1

* Significantly larger than exvected on the basis of their share
of large non-engineering plaats (.05 level Chi Square test).

Siguificantly larger than expected on the basis of their sghare
of small engineering plants (.05 level Chi Square test).
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CHAPTER 9

THE IHFLUENCE OF LOCAL AUTHORITY

ACTIVITY ON THE LOCATION DECISION

9.1 THE EFFECT OF LOCAL AUTHORITY ACTIVITY ON INDUSTRY'S COSTS

The activities of local authorities can be readily incorporated
within a cost minimising location model since there are various
ways in which local aunthorities can lower costs for incoming
industry. It is possible for them to adopt a number of policy
measures wnich can contribute to a reduction in the cost of any,

or even all, of the factors of production.

The availability of "key worker"” housing may reduce the financial
incentives which a firm has to provide in order either to entice
its existing skilled workers to move or to attract such labour from
elsewhere. The provision of serviced industrial sites and advance
factories lowers the cost of land and fixed capital. A flexible
option on future development land held by a local authority at no
cost to the company concerned, but for its longer term expansion,
effectively provides a continuous subsidy for a firm's land costs.
The local autbority not only lose revenue from the site, but they
also run tne risk that if the time fixed option is not taken up,
then the land will have been sterilised to no avail. However,
Cameron anrd Clerk (1966) found that "the provision of free but
time-dated option was one of the most significant inducements to

a company which was expanding output ..... Indeed this was regerded
as something of an assurance tnat tane local authoriity would rensin

genuinely interested in the coumpany's progress on the gite.



Since personal considerations can determine the choice of location
within the spatial profit margins, it is apparent that local
authorities can influence the decision. They can lower the
effective cost of enterprise within their boundaries by helping
to reduce psycnic costs and therefore the marginal financial
compensation a firm hag to pay to attract high quality management
to the area concerned. This might be achieved by undertaking
environmental improvement or conservation schemes, encouraging
local social and culiural activities, or by displeying an ability
and willingness to assist a firm in its new location. This might
be done by tine speedy and flexible handling of its planning
application in order to reduce delays and therefore costs. The
ILAG survey (1973) found, for instance, that “regions and towns
endeavouring to attract industry can, and very often do, help

firms in a way which they will not forget".

9.2 EVIDERCE FOR THE IWPACT OF LOCAL AUTIORITY ACTION ON

LOCATION DECISIONS

There is strong empirical evidence to suggest that local authorities
frequently exert{ an important influence on location decisions. In
the ILAG survey, 397 of immigrant firms to Scotland considered
that the efforts of local authorities were a major factor and a
furtner 3€; thougat it a minor factor in their location decision-
making, although it was rarely the outstanding single reason,
Cameron and Clark (1966) had similar findings: "almost six out

of every ten companies mentioned thai tne co-operation of the
local authority had influenced trem in their selection of a
particular site". 1In fact, they identified local autnority
assistance as one of the three factors of particular importance

on the location declsion. They coacluded tnat "the lack of
co-operation at the decisioca stage, or the impression given of
being one industrialist amongst hundreds who visited the site,

acted as a distinct reason for not establishing a unit",

Locel initiative is most effective if it fulfils two criteria.
Firstly, it brings the local area to the attention of outside

industry by means of industrisl promotion campaigns. Secondly,



and more importantly, it is able to offer positive inducements to
incoming industry in the form of the cost reducing messures
discussed above. The former without the latier seems to result

in nuch wasted time and money. The efforts of government to steer
new industry to an area will be undermined in the absence of local
initiative since, as Klaasen {(1967) has pointed out, "all the help
in the world will not redevelop an area which does not take the
initiative itself. Local leadership, local government, local
resources, local business, local labour - these are the only

bases on which a sound redevelopmenti can be based®.

9.3 INDUSTRIAL DEVELOPJENT PO#ERS AVAILABLE TO LOCAL AUTHORITIES

The ability of local autnorities to partake in the industrial
developaent process stems from a series of legislative Acts.
Local planning authorities' powers to provide serviced sites and
indusitrial buildings originated under Section 19 of the Town and
Country Planning (Scotland) Act of 1947. These powers were
extended to burghs wialch were not planning authorities il they
drew up a Town Development Scheme; approved by the Secretary of
State for Scotland, under Section 10 of the Housing and
Development (Scotland) Act of 1957. The Schemes were available
to authorities which made overspill agreements with Glasgow. The
powers available allowed town councils to develop land for
industriel purposes and to build factories. All local authorities,
irrespective of overspill agreements, were subsequently granted
these powers under the Local Government (Development and Finance)
(Scotland) Act of 1964. Additional discretionary powers were
granted 1o enable local authorities to give 75% loans towards the
cost of constructing factories, provided they obtain borrowing
consent from the Secretary of State for Scotland. The loans have
to be recovered within a thirty year period, which means that

economic rents are charged.



9.4 THE SPATIAL IMPACT OF LOCAL AUTHORITY ACTIVITY

In order to determine whether local authority initiative and
assistance to mobile industry has been greater in one part of
Scotland than another, it is necessary to find some criteria
against which their performance can be measured. If it can be
shown that local authorities in the East of Scotland in general
adopted a more positive approach to the needs of industry than
those in tane Wegt, it seems likely, based on other empirical
findings, that this could make an important contribution to
explaining the relative fallure of West Central Scotland to
attract immigrant industry once Assisted Area status was extended

to most of Scotland.

9.4.1 Advance Factory Building by Local Authorities

One suggested meagure of the dynamism of a local authority's
industrial development effort is the amount of advance factory
space built, since this signifies a willingness on the part of
the local authority to risk its money trying to offer a positive
inducement to industry. The pattern of advance factory building
supports the idea of a relatively dynamic East and relatively
cautious West of Scotland. Between 1960 and 1970 about 886,500

sq £t of advance space was built by local authorities (excluding
the new towns) and of this total about 42% was in the East Central

region and 19% in the Palkirk/Stirling region.

Table 9.1 compares the share of locsl authority advance factory
building in each region with its share of Scotland's insured emp=-
loyees and thne efforts of the East Central and Falkirk/Stirling
regions can clearly be seen. They contrast with the West Central
region, which had about nalf the insured employees, but whose local
authorities built under one-third of the new advance floorspace
constructed by Scottish local authorities during the 1960s. In
fact, Wesi Central's advance factory building owed litile to its
local authorities, wno buili only about 11% of the new floorspace
between 1966 and 1970. The dearth was particularly marked in the

Clydeside conurbation, where no single~storey advance factories



TABLE 9.1 LOCAL AUTHORITY ADVANCE FACTORY BUILDING 1960-70

Advance Factory
Space
. % of Scottish
Period Region Insured Employees
000
sq Tt %
W. Central
i L] L] ‘8
Scotland 2345 64.5 50
Falkirk/
. . .0
Stirling 10.6 12.8 5
E. Central
.0 . ] 1 .
Scotland 18.8 22.7 9.4
1960-65 Tayside - - 8.7
Borders - - 2.0
South West - - 2.5
North EBast - -~ 7.5
Hignhlands - - 4,1
Scotland 82.9 100.0 100.,0
W, Central
Scotland 222.6 27.7 50.6
Falkirk/
Stirling 155.0 13.3 5.1
E. Central
Scotland 352.0 43.8 19.7
1966-70 Tayside 10.0 1.2 8.7
Borders 14.0 1.8 2.0
South West 30.0 3.7 2.3
North East 20.0 2.5 1.5
Highlands - - 4.1
Scotland 803.6 100.0 100.0




at all were built by the ldcal authorities. Most of the space was
built by only tinree authorities in the outer part of the region,
namely Irvine and Greenock burghs and Dunbarton county. All the
counties in Kast Central, and particularly Fife and West Lothian,
were active in building advance factories, and they were
enthusiastically supported by burghs such as Kirkcaldy and Whitburn.
The impressive performance from the Falkirk/Stirling region was
largely attributable to the two small burghs of Grangemouth and
Denny. Amongst noteworthy performances from small authorities in
the rest of Scotland, the efforts of Girvan burgh are particularly

outstanding.

The local suthorities, like the new towns and unlike SIEC, concen-
trated on building nest factory units. Nearly two-thirds of their
factories were smaller than 10,000 sq ft, and in fact only two
Tactories larger than 30,000 sg ft were bullt. Their letting
policies avvear to have been more akin to SIZC's than to those of
the new towns, with a preference being shown for manufacturing
establisnments, although they sought firms new to their area rather
than to Scotland in general. A number of authorities, such as
West Lothian, Midlothian and Irvine, benefitted from industrial
decentrelisation out of Edinburgh and Glasgow. Their policies
were intermediate between those of SIEC and the new towns and this
is reflected in the fact that tne proportion (534) of local
authority advance factory floorspace initially occupied by
immigrant firms lay between that experienced by SIEC (68%) and by

the new towns (2%%).

9.4.2 Industrial Estate Develovment by Local Authorities

An alternative and less stringent measure of local authority
attitudes towards industrial growth relates to the development of
industrial sites. It seems a reasonable assumption taatl an
authority prepared to devote resourceg to servicing an industrial
estate has an interest in industrisl development. Once azain
local authorities in the East of Scotland, particularly the
counties and burgans of Fife and West Lothian, have been especially

active, wnetner asseused in teras of the number of estates



developed, tneir acreage, or the number of authorities involved
(Table 7.6). By 1970 they had developed four times as much
industrial estate acreage as the larger authcorities in the ¥West of

Scotland.

It must be admitted, however, that this is an imperfect meagure
in that some larger authorities, especially in West Central,
despite developing small estates of their own, were not noticeable
for their active industrial development policies., ©On the other
hand, an authority lacking its own estates may prove active in
trying to attract industry to SIEC sites within its boundaries.
An excellent example is Cumnock burgh, which abandoned its own
plans to develop an industrial estate on discovering that SIEC
was interested in the same site, but it has vigorously pursued an
industrial development policy. As in so many cases (eg Cumnock,
Denny, Girvan, Whitburn), the driving force behind a small
burgn's efforts in self-help has been a prominent personality on

the permanent staff, usually the town clerk.

9.4.3 Identirving tne Active Local Authorities

The local euthorities in each regioan can be classified as “active®
or "inactive", depending upon wnether or not they undertook
industrial estate or advance factory building. The maximum number
of potentially =active auntnorities in any area consistz of all tne
counties, plus larze burghs, plus small burghs. The active
authorities are snown in Table 9.2 as a percentage of the total,
although this takes no account of the importance of each individuszl
authority. If it is assumed that importance equates with population

size then the figures can be weighted by population.

The unfavourable competitive position of the Wwest compared with

the East end of the central belt is clear, especially in the case

of higher risk activities sucn as advance factory building. For
example, wnen welgnted by size, one in taree of the authorities in
the East were active, despite the fact that the largesst one,
Edinburgh, with 47% of the region's population, built no advance
factories. By contrast, only one in eleven of the locsl =zuthorities

in the West were zctive {(Table 9.2).



LOCAL AUTHORITY CO-OPERATION 1960-70

10D

- TABLE 9.2
Method 1 ~ Industrial Estate Development
[‘
Weighted by s
Population Unweighted
\ Mean Mean | -
Region Rank Overall % Rank
% %
Active Rank Active Rank i
l
W. Central
Scotland 54.8 4 28.0 3 3.5 3.5 41 .4 3
Falkirk/ .
Stirling 18.0 7 27.0 4 5.5 5 22.5 6
E. Central | - =
Scotland 89.5 1 48.0 1 1 1 68.7 1
Tayside 52,0 5 8.0 8 . 7 29.0 5
Borders 61.3 3 47.0 2 .5 2 54.1 2
South West 10.2 8 11.0 5 7 10,6 8
North East 66.0 2 11.0 5 5 3.5 38.5 4
Highlands 27.7 6 17.0 T 6.5 7 22.3 7
Method 2 -~ Advance Factory Building
Weighted by .
Population Unweighted
. Mean Mean .
Region Rank Overall % KRank |
% Rank % Rank
Active an Active a
#. Central &
Scotland 3.1 5 | 13.0 4 | 4.5 5 11.0 5
Felkirk/
Stirling 18.0 4 27.0 2 3 2.5 22.5 3
E. Central ) . .
Scotland 33.1 3 26.0 3 3 2.5 29.5 2
Tayside 8.8 6 3.0 b 6 6.5 5.9 6 |
Borders 37.5 2 29,0 1 1.5 1 33.2 1
L]
South vest 4.0 7 5.0 5 6 6.5 4.5 7 |
Nortn East | 40.9 1 3.0 6 3.5 4 22.0 4
righlands 0.0 8 2.0 8 8 e 0.0 I3}
HE For definitions cece text.



Various ways are shown of comparing the regions but it is suggested
that the most satisflactory metnod is to take the mean of the
weignted and unweignted percentages (column 6) and then rank the
results (column 7). If this is done for both the industrial

estgte and advance factory indices tne sirong competitive position

of the East Central and Border regions is appafent.

It could be argued that the way local authority activity is
measured results in a bias against West Central, where, as a
result of priority from SIEC, there was less need for local
authorities to develop their own sites and factories. The local
authorities could have been active in support of SIEC developments
by offering key worker housing, undertaking promotional campaigns
and assisting industrialists wno came to look at sites or factories
in the town, as was done by Cumnock, for exasmple. Although there
is truth in this, it can equally be argued that there was scope
for many local authorities to undertske their own developments to
supplement those by SIEC, as is illustrated by towns such as
Dundee, Greenock, Kirkcaldy, Irvine, Leven and Girvan and by
counties such as Fife and Dunbartonshire, who all developed their

own estates in the vicinity of SIEC ones.

There is, after all, a need for sites to supplement those of SIEC
in order to meet a wider demand. ZLocal authorities can cater for
the needs of relocating industry and distribution depots, repair
centres and other non-manufacturing uses as well as incoming
industry. The potentisl for additional activity to tnat of SIEC
has been illustrated by private developers, who in fact have
concentrated on Glasgow and North Lanarkshire, where local
authorities, in the study period, were slow to take an iritiative.
Therefore the fact that many authorities in the West of Scotland
have been less active in the field of industrial development than
their counterparts in East Scotland cannot be satisfactorily
explained by the argument that SIEC activity rendered additional
efforts unnecessary. In fact by 1970 tne loczl authorities in tae
East of Scotland possessed a larger acreage of industrial estates

than SIEC had in the dest,



9.5 SUMMARY

Increasing priority was devoted to industrial promotion and
development by local authorities in the course of the 19603, In

a gituation wnere there are a large nunber of places competing for
a limited amount of mobile industry, those authorities giving
little priority to the needs of industry are likely to draw
attention to the fact by failing to attract a volume of new
industry commensurate with the potential or the resources of their
area. Differences in the attitudes of local authorities in the
West and Zast of Scotland, at least until 1970, were very pro=~
nounced and it seems unlikely to be a coincidence that the
locations selected by incoming industry reflected the competitive

advantage enjoyed by the eastern part of the central belt.



CHAPTER 10

SCOTTISH CITIES AND THEIR

ATTRACTION TO THWMIGRANT TINDUSTRY

The Scottish cities of Glasgow, Edinburgh, Dundee and Aberdeen
have been referred to on a numter of occasions in previous chapters,
but it is now proposed to bring the information together in a more

coherent and comprehensive fashion.

101 THE AXQUNT OF INDUSTRY ATTRACTEZD BY THE CITIES

The number of immigrant establishments moving to tne cities and

the employment they provided is set out in Table 10.1. Glasgow

has coasistently attracted more establishments tnat the three other
cities combined, and only in the 1945~51 periocd did these plents
provide fewer Jobs than in all the other cities. This single
exception arose from the success of Dundee in attracting two very

large American companies, NCR and Timex.

By 1970 immigrant firms were employing 9,700 people in Glasgow,
although at their maximum tney employed about 18,300 people.
Therefore in 1970 only about 7% of the city's manufacturing
employment was provided by incoming establisnments; this compares
adversely with tne figure of 34i (12,960 jobs) in Dundee. In
contrast, neither Edinburgh nor Aberdeen, with about 4390 and 200

jous respectively, was successful in attracting incoming firms.



SCOTTISH CITIES

TABLE 10,1 ANMD THFEIR REGIONS - LWMiIGRANT
INDUSTRY ATTRACTED IN BACH PrRIOD
Employment Average
FPeriod Area Estabs Size
Max 1970 (max)
Glasgow 30 8,330 3,480 278
Rest of ¥W. Central 79 36,740 | 25,360 465
Edinburgh .5 570 130 114
1945-51 Rest of #. Central 4 830 270 207
Dundee 11 14,110 12,230 1,283
Rest of Tayside 4 420 80 105
Aberdeen 1 20 10 18
Rest of North East 2 1,440 1,360 721
Glaszow 12 7,040 4,490 586
Rest of W. Central 34 15,990 12,470 470
Edinburgh 4 420 360 105
Regt of Z. Central 4 1,370 1,190 342
1952-59 | indee 4 680 480 169
Rest of Tayside 3 570 410 190
Aberdeen - - - -
Rest of North Bast 2 990 830 445
Glasgow 9 1,100 420 122
Rest of 7. Central 68 21,200 15,170 312
Edinburgh - - - -
196065 %gst of E. Central 35 14,680 13,000 420
Dundee 1 210 170 207 i
Rest of Tayside 3 290 280 o7
Abverdeen - - - -
Rest orf North Sast 2 50 30 24 |
— :
Glaszow 13 1,880 1,310 144
Rest of . Central 50 7,310 5,100 146
Edinburgh - - - -
Rest of E. Centrsl 49 8,650 7,300 176
1966-70 Dundee 1 80 60 81
Regt of Tayside 5 600 450 119
Aberdeen 2 280 200 139
Rest of North East 6 - 380 330 63
| Glasgow 64 18,340 9,770 287
. Rest of W. Central 231 81,230 58,110 352
ddinburzh 9 9490 490 110G
1945-70 Rest of Z. Central gz 25,530 21,770 277
Dundee 17 15,080 12,960 837
Kest of Teyside 15 1,880 1,220 125
sberdeen 3 3C0 21C Q9
Rest of North Fast 12 2,660 2,710 238 [
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The flow of mobile industry varied over time., Glasgow's share of
incoming employment declined sharply after 1960 (Table 10.2) and
Edinburgh attracted no new firms at 211 at this time. Dundee
never came near to repeating its immediate post~war success in
obtaining new indusiry and Aberdeen attracted only three plants

throughout the whole period (Table 10.1).

Thegse basic figures provide little indication as to whether or not
the cities proved particularly successful in obtaining new industry
and they need to be set into some sort of context. This is done

in Table 10.2 by comparing each city's actual amount of immigrant
industry in each period with a notional expected volume based on
its snare of Scottish unemployment. A number of interesting
features are revealed in these tables. Vith the exception of
Dundee between 1945 and 1951, each city attracted fewer jobs in
every peried than might reasonably have been expected on the basis

of its labour supply or need, as measured by its unemployment.

Glasgow stands out for the sheer size of its notional employment
deficit. On the criteria adopted the city attracted 28,500 fewer
immigrant jobs than might have been expected by 1970 (Table 10.2).
Its most successful period was 1952~59, when nearly one in four of
all incoming jobs was in the city. Althougn still below the
expected level, tne shortfall of 2,200/2,500 jobs was significantly
less than in any other period. Dundee was the only city which by
1970 had successfully attracted a notional excess number of jobs
(Table 10.2).

The cities also displayed different trends from those shown by
their surrounding regions in the inflow of immigrant industry.
Table 10.3 shows that both Dundee and Edinburgh experienced a
steady fell in their share of the region's incoming employment.
This contrasts with the sudden increase in Aberdeen after 1965 and
the fluctuations in Glasgow's snare, wanich ranged from a maximum

of about 30;¢ in the 1950s down to only about 5% in the early 1960s.

When the cities are removed from the regional totals it becomes
evident that a city rather tuan regional factor frequently appears
to be operating. Table 10.4 shows thail West Central, unlike

Glasgow, experienced a notional surplus of jobs up until 1965,



TABLE 10.2

SCOTIIENE SITTRs

3 -

ACTU AL

J.0) LOTIONAL

BAPECTED

oo LGRAN

INDUSTRY EMELOY.ENT

171,

maployment Maximum Employment 1970 Employument
¢ of
City Scottish
Unemp # of | W of Bx- Dif~ Ex~- Dif~
hax 1970 | pected setuel fercnce | pected Actual ference
1945-51
Glasgow 38.4 13.2 8.1 {24,3CC 8,330 ~15,970 { 16,570 3,480 | -13,090
Edinburgh 6.2 0.9 0.3 3,900 570 - 3,330 2,680 130 ) - 2,550
Dundee 4.3 22.41( 28.3 2,710 | 14,110 § 11,400 1,860 | 12,230 | #10,37C
Aberdeen 3.1 ¥ * 1,850 20| - 1,930 1,340 - 1,330
1952-59
Glasgow 31.0 23.6| 20.1 9,260 7,040 | - 2,220 6,940 4,490 | -~ 2,450
Edinburgh 8.3 1.4 1.6 2,480 420 | ~ 2,060 1,860 - 1,500
Dundee 4.7 2.3 2.1 1,400 580 | - 720 1,050 - 570
Aberdeen 4.1 - - 1,220 - - 1,220 920 - 920
1960-65
Glasgow 30.2 2.8 1.4 112,010 1,100 { -10,910 $,330 - 8,910
Edinburgh 4.9 - - 1,950 - - 1,950 1,510 - 1,310
Dundee 3.7 0.5 0.6 1,470 2101 - 1,260 1,140 - 970
Aberdeen 3.3 - - 1,310 - - 1,310} 1,020 - 1,020
1956-70
Glasgow 28.3 7.7 6.9 6,900 1,880 | - 5,020 5,390 1,310} - 4,CE0
Edinburgn 4.7 - - 1,140 - - 1,140 85C - 350
Dunice 3.5 .3 0.3 25¢C 3G | - 770 57C - £10
Aterdeen 2.4 . 1.0 580 280 | - 300 460 - 260
1970 Employment
Period City
BExpected Actual Difference
Glasgow 36,240 9,700 ~23,540
Edinburgh 6,340 430 - 6,430
1945-70

liundee 4,720 12,5840 + 3,220

Averdeen 3,730 <00 - 3,530
¥ losgs ihan 0.17



TABLE 10.3 SCOTTISH CITIES!

SHARE OF

THEIR REGIONS' INCCUING

EEPLOYWIEN

% of
Employment
, . % of
- Period City Unemp

Max 1970
Glasgow 54.6 18.5 12.1
Edinburgh 59.6 40.8 3.3
1945-51 Dundee 72.4 97.1 99.4
Aberdeen 58.2 1.2 0.7
Glasgow 53.2 30.1 26.5
1952-59 Edinburgh 57.1 23.5 23.0
Dundee 72.9 54.3 54.2

Aberdeen 52.5 - -
Glasgow 47.°7 4,9 2.7

1960-65 Edinburgh 34.0 - -
Dundee 63.1 41.5 37.8

Aberdeen 57.8 - -
Glasgow 48,0 20.4 20.4

Edinburgh 33.3 - -
1966-70 Dundee 52.0 11.9 11.5
Aberdeen 42.0 42,3 37.5




TABLE 10,4 HACH REGION'S ACTUAL AND EXPACTED INCOMING ZUPLOYMENT

JHEN PHASTR CITI:E3 ARE BXCLUDED

( Share (% No of jobs
Region of Jjobs (max) o4

Period (excl 1E-

city) - . ference
pected Actual pected Actual
W. Central | 31.8 58.3 | 20,040 | 36,740 | +16,700
E. Central | 4.2 1.3 | 2,650 830 | - 1,820
194551 1 nayside 1.7 0.7 | 1,070 220 | - 650
North East 2.2 2.3 | 1,390 | 1,440 | + 50
W. Central 27.3 53.6 8,150 15,990 + 7,840
E. Central 6.3 4.6 | 1,880 | 1,370 | - 510
195259 | qayside 1.8 1.9 540 570 | + 30
North East 3 3.8 3.3 1,130 990 - 140
.
W. Central E 33.1 53.3 13,160 i 21,200 + 8,040
_ | E. Central E 9.5 36.9 3,780 | 14,680 | +10,900
1960-65 | poyside ;2.0 | 0.7 790 | 290 | - 500
North East ; 2.3 é 0.1 920 | 50 | - 870
| | |

W. Central | 30.7 | 30.0 | 7,480 | 7,310 | - 170
E. Central | 9.7 | 35.5 | 2,360 | 8,650 | + 6,290
196610 | noysige | 2.2 2.5 540 600 | + 60
North Bast | 3.2 1.6 780 380 | - 400
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after which it attracted the expected number of jobs. It is
therefore more accurate to refer to an urban or metropolitan,
rather than regional, problem in the West of Scotland as far as

the atitraction of immigrant industry is concerned.

In the East of Scotland the region's appeal to incoming firms
after i960 can be entirely attributed to the area outside
Edinburgh, whereas in North East Scotland both the city and region

experienced persistent deficits in the 1960s.

10.2 THE CHARACTERISTICS O THE CITIES' IMMIGRAKT PLANTS

The cities, despite their large and concentrated labour markets,
failed to attract the really large establishments and, with the
excepitlon of Dundee, the average size of each unit wag smaller
than in the surrounding region (Table 10.1). In Glasgow's case
only in the 1950s did this situation fail to hold and this lends
support to the argument tnat this was the city's most successful
period. The probable explanaiion is that the cities lacked the
extensive sites required by the largest employers and this is .

considered furtner in section 10.3.4.

The fact that Edinburgh and Aberdeen attracted very few incoming
concerns and that tnis was also true of Dundee, except for the
immediate post-war period, means that the analysis concentrates

on Glasgow. One of its distinctive, a2lbeit unfortunate, features
is that immigrant firms in the city disvlayed a poorer growth
record than anywhere else, when employment is compared at the end
of each period and in 1970. In Table 10.5 every other area with
a relatively large number of jobs {defined as more +than 500 at
elther date) experienced = stirong increase in employment amongst
its immizrants. In contrast, in Glasgow employment actually
declined, with tne exception of the 1952~59 immisrants, and even
their empioyment only remained stztic. Therefore Glasgow noi only
failed to attract its notional expected number of jobs, but tnose
Tirms wnich came seem to have been amongst the most unsuccessful.
Several of the city's largest immigranfs subsequently closed,
notably Hemington Rand, Remingtlon Electric Shavers, Voith Bngineering,

AET and Goujon Paper Tozs.



TABLE 10.5 EIPLOYMERT GROWTH IN GLASGOW AND OTHER AREAS WHICH

ATTRACTED WMOx< THAN 500 INCGLING JOBS

Employment growth between
end of period and 1970 (% change)
Area

1851/70 1955/70 1965/70
Glasgow - 38.0 o+ 0.4 - 57.0
Lanarkshire + 82.3 + 83.1 + 48.0
Dunbartonshire + 103.3 + 172.5 + 154.9
Renfrewshire + 433.6 + 39.6 + 41,1
Ayrshire + 55.5 + T717.2 + 110,5
gzzzii2§ganshire + 623.7 + 194 v 56.6
test Lotaian , + 9.4
Bast Lothian 4+ 318.3
Fife + 295.1 + 153.5
gifizzgérightsnire + 210.8
Dundee + 198.7
Aberdeenshire +1,216.5 | + 216.1

NOTE: Only areas attracting more than 500 iumigrant jobs in
any period are snown.



10.3 EXPLATINING Tis TRENDS

10.3.1 Accesgibility Factors

There is no reason for thinking that accessibility disadvantages,
at least for Edinburgh and Glasgow, have contributed to their
failure to attract the expected volume of indusiry. Both cities
are in the central belt close to ports and certain specialised
business services. Glasgow is particularly favourably placed
becauge it is at the core of a major indusirial region with many
suppliers and sub-contractors and it is the focus for both intra
and inter-regional transport routes. In the case of Dundee and
more especially Aberdeen, their distance from markets, suppliers
and the country's main industrial centres is likely to be a
deterrent to incoming industry. Certainly this was the main
drawback to a location in both Dundee and Aberdeen identified by
the Tayside Study (1970) and by Livesey (1961). It does not
however explain why Aberdeen never managed to obtain as much
industry as its surrounding region, nor why Dundee, only twenty
miles from the successful town of Glenrothes, failed to attract

ah equivelent amount of new industiry.

10.3.2 Government Policy

Both Glasgow and Dundee benefitted from government regional policy
throughout the post-war period, enjoying continuous Assisted Area
status. On the other hand, Edinburgh received no such advantage
and from 1966 was the only part of Scotland excluded from the
Development Area. Thic prevented it from obtaining any government
factories or industrial estates and firms moving to the city were
never eligible for financlal assistance. Consequently the city
has been at a cost disadvantage compared with elsewhere in central
Scotland and it is hardly surprising tnat no firms came to

Edinburgh in the 1960s.

Averdeen was designated a Development District in 13860 but this
brougnt little apparent advantage as far as mobile industry was

concerned., INone caue beiween 1960 and 1955 and taen only 280 jobs



arrived in the latter part of the decade. The small volume of
industry movirz into both Glasgow and Dundee at this time is
further proof tnat Assisted Area status on its own is insufficient
to attract new industry in the ab&ence of other necessary factor

inpuss.

The Springburn Study (1966) took the view that neither Glasgow nor
Edinburgn has benefitted from government policy as much as might
have been expected. The study felt that "existing policies some-
times give an unfortunate impression of ignoring the very existence
of Scotland's two largest cities and of writing off the traditional
contributions which such areas make to economic growth". Evidence
for this view was held to be the omission by the Scottish Office

of both cities from the 1963 Growth Areas (Cmnd 2188) and the lack
of planning studiles concerned with the economic growtih of the
cities., The Board of Trade, who were responsible for distribution
of industry policy, saw their spatial priorities in terms of the
different categories of Assisted Area and, apart from differences
in advance factory and industrial estate development programmes,

no attempt was made to discriminate in favour of any particular
ilocations within the designated areas. The Springburn Study also
suggested that in some respects Glasgow might not even have been
accorded equal treatment since "steering organisations must often
feel compelled to saow only the best of their wares in order to
stake the vest possidble bid for the country as a whele". This

meant Glasgow wasg likely to be excliuded.

There was also a conflict in the local authority's planning policy
between the city's physical and ecconomic planning needs (Springburin
Study, 1966). The policy of population and industrial overspill
had its roots in the Clyde Valley Regional Flan (1946) and this

had suggested that new indusiry should be allowed into the
"congested area" only if it was proved essential for it to be
closely dependent on the city's facilities. The combination of
central government Growth Area policy and the local autnority
overspill policy led the Economist (1365) to conclude that Glasgow
had to take second place to the new towns and other growtn areas

in competing for incoming industry.



10.3.3 The Availability of Labour

In terms of labour availability the cities in general and Glasgow
in particuler should have enjoyed advantages over other competing
areas as a result of their large labour markets. It has already
been pointed out that, apart from Dundee pricr to 1951, all the
cities failed to attract the amount of industry commensurate with
their share of Scotland's labour supply, as measured by their
unemployment. There are two explanations for this. Either the
labour supply advantages are more apparent than real or else they
are offset by the poor quality of some of the cities' other
resources, The latter possibility 1s examined elsewhere in this
chapter, but the former consideration does appear to be of some

relevance,

The shift in demand from male to female labour worked to the
cities' disadvantage since their share of Scottish unemployment

was higher for mele than for female labour. In addition the labour
market was reletively slacker for male labour, which experienced
higher rates of unemployment. In fact Cameron (1971) has suggested
that one reason for Clydeside's declining share of mobile'industry
has been the relative tightness of the female labour wmarket, which
may have encouraged firms in predominantly female employing
industries to seek locations in the East of Scotland. Edinburgn,
however, would prove an exception because as tne Lothians Regional
Survey and Plan (1966) pointed out there were signs that at least
some expansion may have been discouraged by a shortage of semi-

skilled female labour.

There is also evidence that the cities' labour supply advantages
declined relative to those of their regions, reflecting in part the
changing population distribution as overspill and new town
programmes proceeded. Until about 1960 Glasgow and Edinburgh had
more unemployed than their regions, but this was no longer true

in the 1960s when their share of incoming industry declined
noticeably. In Aberdeen this reversal occurred in the mid-1960s
and altihough Dundee continued to have more vnemployed than Tayside
it moved from a position of two and a half times as many after the

war to only 177 more by 1966.
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10.3.4 The Availability of Sites and Premises

A major reason for the cities' comparative failure to atiract new
industry has been a shortage of sultable sites and factories.
This is best illustrated by Glasgow, which was the largest and

potentially the most attractive of the cities.

The shortage is a long standing and persistent one. As long ago
as 1946 the Clyde Valley Regional Plan stressed the "lack of space
available in the central urban area, both for new industry and for
the normal expansion of existing factories and works". The post-
war government industrial estates and advance factories helped to
ease the situation and by 1951 the city had 490 acres of industrial
estates and 857,000 sq £t of new advance floorspace. Such
developments made an important coniribution to the city's ability
to attract 5,600 new jobs at this time. Nevertheless the city
remained deficient in supplies of land and modern premises. By
1959 this was causing concern to Glasgow Corporation, who pointed
out the limited and decreasing reserves of suitably wvacant

industrially zoned sites within the city.

The position was so serious that the Springburn Study (1966) was
convinced that the shortaze was the cause of Glasgow's failure to
attract new industry. According to the Study, "although Glasgow

has probably wmore to offer the industrialist as regards labour
availability, communications, sub-contracting capacity and
educational and training facilities than any other location in
Scotland, it has least to offer from the point of view of industrial
sites and premises”. If this problem could be remedisd the Study

saw no reason why the city's potential should not be realised.

The same difficulty seems to have occurred in the other cities,
especially in the 1960s wnen their existing industrial estates were
nearly fully occupied. The Lothians Regional Survey and Plan (13%6%6),
for instance, pointed out that tne snortage of sites in Edinburgh
severely reduced its appeal to mobile industry. Table 10.6 shows

the new industrisl estates and new advance factories developed in

the cities during each period. Its main feature is the dramatic
deterioration after 1960 in the cities' comparative position., Their
share of new industrial esiate acreage slumped from about half the

Scottish total to about 64 by 1970,



TABLE 10.6

INDUSTRIAL E3TATA AND ADVANCE PFPACTORY BUILDING IN

THE SCOTTISH CITI=S 1945-70

Advance % of
lgieEs; Sc%tzish fzczzzy Scottish % of
Period City a(maig total bgilt advance | Scottish
factory unemp
effect) | acreage (000
space
sq ft)
Glasgow 490 40.6 856.8 37.6 38.4
Edinburgh - - - -~ 6.2
1945-51
Dundee 125 10.4 66.8 2.9 4.3
Aberdeen - - - - 3.1
Glasgow 490 27.8 - - 31L.0
Edinburgh 120 6.8 - - 8.3
1952-~59
Dundee 125 7.1 - - 4.7
Aberdeen 30 1.7 - - 4.1
Glasgow o4 2.1 51.6 3.0 30.2
Edinburgh 120 3.9 - - 4.9
1960-65 :
Dundee - - - - 3.7
Aberdeen 30 1.0 18.8 1.1 3.3
Glasgow 146 2.8 161.7 4.3 28.3
Edinburgh - - - - 4.7
1966-70
Dundee 127 2.5 74.2 2.0 3.5
Aberdeen 39 0.8 63.0 1.7 2.4




Glasgow, and to a lesser extent Dundee, are largely responsible
for this situation. Until 1960 botn cities had a level of site
and advance factory provision commensurate with or greater than
that expected on the basis of their share of unemployment. After
this time, however, few advance factories were bullt and little
new land was developed on industrial estates. The decline in
Glasgow's share of the total provision in Scotland can be seen in
Table 10.6; the new advance factory floorpace, for example, built
in the 1960s was only about one-guarter of that developed in the
city immediately after the war. Given this transformation in its
competitive position it is hardly surprising that Glasgow's snare
of incoming indusiry should fall so steeply in the 1960s, although
it is noticeable that the slight improvement after 1965 coincided
with an incresse in advance factory and inrdusirial estate

development.

No advance factories were ever constructed in Edinburgh and the
amount of industrial land was consistently less than expected on
the basis of its unemployment. Similarly, Aberdeen's need for
sites and buildings was never adequately catered for (Table 10.6).
These shortages were reflected in the persistent notional deficit

of incoming industry throughout the post-war period.

Any advantages the cities enjoyed from their large labour markets
were of no consequence if immigrant firms were unable to find a
serviced site or modern premises available. It is clear that when
compared witn the new towns, the cities were labouring under
considerable difficulties because they lacked comparable site and

factory facilities,

10.3.5 The Image of the Cities

It was argued earlier in Chapter 8 tnat the images projected by

the cities were far from uniform, with Glasgow and Edinburgh
representing the opposite ends of the spectrum. Evidence was
produced to show that Glasgow was viewed unfavourably bvotn as a
residential auad industrial location, waereas Edinburgh was generally

viewed favouraoly; a fact wnich Livingston new town, for example,



was expected to capitalise upon. Dundee and Aberdeen seem to have
been somewnere between these exltremes. Aberdeen's position is
somewnat complex in that, as Livesey (1961) points out, it enjoyed
good industrial relations, winich indicate a favoursble economic
image, but Gould and White (1968) have shown that it had a

relatively poor residential image.

If other things were equal, Edinburgh should have been relatively
more successful than Glasgow in attracting new industry. Since
this has noi occurred and Edinburgh obtained no incoming firms in
the 1960s, it is clear that other things have been far from equal.
This suggests that on their own an attractive environment and low
psychic costs are insufficient to stimulate industrial development.
It supports survey findings that image is a subgidiary rather than
primary influence on the choice of site. However, as geographical
cost differences decline so these lesser location factors increase
in importance, provided they retain pronounced cost variations
over space. Under such cilrcumstances they are more likely to

become the critical marginal determinants of location.

The fazcet that Edinburgh failed to attract any new firms in the
1960s is, in fact, consistent with this hypothesis. The city
remained outwith the Assisted Area and therefore an incoming firm
would operate at a cost disadvantage compared with an alternative
location elsewnere in the region. The shortage of sites and
premises was a further cost deterrent to an Edinburgh location.
Before the city's favourable image ig likely to operate to its
advantage, it has to be competing on a similar cost footing with
alternative locations. Clearly this did not occur, aad the psychic
cost advantages were insufficient to outweigh the other cost
penalties, This finding subports the view that cost considerations
remain the primary determinant of the general area in which a firm

will seek a new location.

In contragt, Glasgow, especially vefore 1960, enjoyed certain cost
advantages in terms of government inducements, sites, factories

and labour supply and these were sufficient to atiract new indusiry
in spite of the city's poor image. This suggests that cost
subsidies can help to outweigh the perceived disadvantages of

environmentally devrived areas and render them attractive to a



wider range of mobile industry. However this does not mean that
non-econoanic counsiderations are irrelevaut because despite its
cost advantages the city still failed to attract the notilonal
expected amount of industry. When the cost advantages became
seriously eroded, as in the 1960s, psychic costs became of
increasing significance and the city's share of incoming industry
declined sharply. This was particularly pronounced in the case
of large engineering plants, which appear to have been strongly

influenced by enviromnmental factors (Chapter 8).

The Springburn Study (1966), by ignoring the barrier presented by
an unfavourable image, seems to have been too optimistic in
assuning tnat simply by overcoming the shortage of sites and
factories Glasgow's full potential to attract new industry could

be realised.

10.3.6 Lbocal Authority Assistance

The activities of local authorities can enhance the attraction of
their areas for incoming industiry, especilally by ensuring there

is an adequate choice of attractive sites and premises, The
efforts of the city authorities can be examined within this
particular context, especially in the 1960s when local authorities,
facilitated by legislation, generally became more active in the

industrial development process.

If government agencies are active then there may be less incentive
for city authorities to undertake their own developments; slthough
it was argued in Chapter 9 that local authorities could complement
rather tnan compete with other agencies by catering for a different
demand. The method used {o assess the efforts of the city
antnorities is, once again, to identify the notional expected

level of industrial estate and advance factory development
programmes, on the basis of thelr unemployment, and in the light

of total site and factory developmeni in Scotland.

It has already been pointed out in Table 10.6 that all the cities

experienced a snortfall of sucn facilities and this dindicates that



there was scope for the local authorities to adopt more active
policies. In fact, on the evidence avallable, it seems tanat none

of the cities was particularly active in the study period.

The Lothians Regional Survey and Plan (1966), wnen considering
Edinburgh's attitude to incoming industry, concluded that "it may
be doubted whether the city authorities ..... have adopted a
specially favourable attitude towards industrial development.
Edinburgh does not think of itself as an industrial city and so
perhavs set itself out to attract industry much less than most

otnher communitiesg'.

KMuch the same might be said of Glasgow, even though it was
Scotland's premier industrial city. In the 1960s the local
authority was pursuing a policy of population and industrial over-
spill so that the needs of industry were net of major concern
(Henderson, 1974). No single storey local auvthority advance
factories were built and the only industrial estates were small.
The size.of the city's needs was beyond the limited resgources of
51I2C, which had a nationwide remit, and their efforts required
supplementing by the local authority. As the Springburn Study (196€)
was forced to conclude, "at the moment Glasgow has little to offer
newcomers, apart from those relatively small factory units which
come up for re-allocation from time to time on the estates of SILC.
Large (and even medium sized) concerns cannot be offered any

location in the Glasgow area.”

The largest acreage of new industrial estate developed by a city
authority in the 1960s was in Dundee, although Aberdeen also
built an advance factory on their new estate. Nevertheless such
efforts were relatively small compared both with developments

elsewhere and with each city's level of unemployment.

10.4 SULLARY

Witn the exception of Dundee, none of tne Scottish cities had
attracted the number of jobs which might have been ‘expected from

immigrant firms by 1570. The snortfall was most acute in the



largest city, Glasgow; its share of incoming establishments fell
sharply after 1560 and a nuwavber of possible explanations for this
have been considered. The cost advantages préviously enjoyed by
Glasgow declined at this time as a result of the extension of the
Assisted Area throughout meost of Scotland. This widened the area
in which mobile industry searched for potential locations and
increased thne competition faced by the city for new industry.
Nonetheless Glasgow in particular provided labour supply advantages
to incoming firms, which meant tnat it should still have proved
attractive to new industry. The fact that this was not the case
in the 1960s suggests that certain cost penalties operated to
offset these advantages. The shortage of sites and factories
seems to be a major element in the explanation, but Glasgow's
unattractive image has also deterred a number of large engineering

plants, in particular, from moving to the city.



CHAPTER 11

THE ATTRACTION OF THE REW TOWNS

TO TINCCHAING INDUSTRY

11.1  INTRODUCTICN

The most publicised individusl locations selected by incoming
industry have probably been the five Scottish new towns set up
originally under the 1946 New Towns Act. This Act allows the
Secretary of State for Scotland tc designate an area of land for
development as a new town and appoint a Corporation to undertake
the plenning and development of thne town. The Corporation has
special powers for the compulsory purcinase of land, infrastiructure
provision, obtaining plaanning consents direct from the Secretary
of State znd the provision of finance from central funds (Scottish
Economic Planning Department, 1974). All these powers are

relevant to the task of attracting mobile industry.

Following the 1946 Act the new towns of East Kilbride (1947) and
Glenrothes (1948) were designated, but with different objectives.
East Kilbride was to assist in the decentralisation of population
and industry from Glasgow and from the congested aress of north
west Lanarkshire. Glenrothes' main function was to act as a focal
point for regrouping tne mining industry in Fife and it was planned

around a modern, new NCB pit.

In the 19508 only one additional new town was designated wnen

Cumbernauld (1953) was given tne task of facilitating the Glasgow



overspill prograsme, but a further two new towns were started in
the 1960s. Livingston (1962) was to be the centre of a growth
area designed to create a mew focus of economic activitiy in central
Scotland, in addition to assisting Glasgow overspill. Irvine
(1966) was intended to promote economic development in an area
which had shown itself attractive to industry. The objectives
underlying the new town programme have evolved from a prime con-
cern with physical planning problems, such as population overspill
and redevelopment, to those of stimulating regional economic

development.

11.2 THE LNIPORTAHCE OF THI NEW TOWNS IN ATTRACTING

IMMIGRANT INDUSTRY

The growta ol the new ftowns has been heavily dependent upon their
ability to attract mobile industry in order tc employ thne
population to be rehoused. There is little doubt that they have
been relatively successful in attracting industiry new to Scotland,
because between 1952 and 1970 they obtained 20,300 jobs. This
represents 22% of all those moving into Scotland (Table 11.1).
Pigures showing the employment in firms moving to individual new
towns will be bilased towards the longer established ones and so

it is not unexpected to find that Zast Kilbride and Glenrothes were
the most successful, attracting 5,680 and 4,650 jobs respectively
between 1960 and 1970. These totals were exceeded only by the
Bathgete Employment Exchnange area as a result of the arrival of

tne British ilotor Corporation.

The new towns' immigrant industry was dominated by the mechnanical
and electrical engineering and c¢lotning sectors (Table 171.2). But
as these were also dominant elsewhere in Scotland this might have
been expected. When acccunt is taken of the structure of incoming
industry as a whole, the only industry thnat is significantly
over-represented (.05 level) in the new towns is electrical
engineering. This is particularly true in employment terms, since
this industry provided about half of all immigrant jobs in the new

towns compared with just over one-quarter in Scotland as a



TARLE 11.1 TITGRANT INDUSTRY ATTRACTED 70 THE ILW TOVNS,
1952-1570C
o op N 7 of Average
Period Ares §O of e of Bmploy Employ Mean
Estabs Lgtabs (max) -
(max) Sizge
New Towns 6 7.9 5,280 17.7 398
gijt12£d 69 92.1 24,580 82.3 356
1952-59
All
o”'\
S eotland 75 100.0 | 29,860 | 100.0 393
New Towns 27 20.0 10,510 26,4 390
giizlgﬁd 108 80.0 | 29,260 | 73.6 271
1960-65
ALl 135 100.0 9,770 | 100.0 2
Scotland ‘ 39, Ve 95
New Torons 28 16.5 4,510 18.5 161
Rest
oSt o 142 83.5 | 19,860 | &l.5 140
196670 tla
411 170 100.0 | 24,370 | 100.0 1
Scotland . , . 43
New Towns 61 16.1 20,300 21.6 333
Rest of
Sootlond 319 83.9 | 73,690 | T8.4 231
195270 ’
AlLl
Scotland 380 100.0 93,990 1CC.0 247




TABLE

11.°2

IHBUSTRTAT

LMy,

W)L

JJCT AW

oF

TALTGRANT TEDUSTRY IN

THL

a4 TOLLS, 13860-1970

New Towns

A1l Immigrants

(3IC) Industry . o
Ko of . of | Employ WZp$§y i of Egpfiy
Estabs | Estabs | (max) (max) Estabs (n2.x)
Food, drink _
3 & tobacco 5.6 he4
4/5 Chemicalg 2 3.6 30 0.2 4.9 2.4
HMetal
6 manufacture 2 3.6 1,200 8.0 2.3 2.1
7 liech Zng 9 16.4 950 6.3 13.4 8.1
8 Instr Eng 1 1.8 1,250 8.4 3.0 5.4
9 Elec Fag 13" | 23.7 | 7,600 | 50.6 | 14.7 | 26.8
11 Vehicles 4 T.2 4850 3.2 3.9 14.0
Met
12 ;]eeal goods 3 5.5 370 2.4 8.5 4.4
5]
13 Textiles - - - - 4.6 3.5
14,15 Leatner & 8 14.5 11,680 | 11.2 | 20.6 | 18.6
clotning * ! * : '
16 Bricks etc 4 7.3 300 2.0 5.9 2.7
Timber &
»l7 furniture - - - - 3.0 1.1
Paper, ¢ -
18 printing ete 5 9.1 670 4.5 3.0 2.7
Other .
19 manufacture 4 T.3 4380 3.2 6.6 3.8

¥

Significantly over-represented relstive
a whole (.05 level for Cni Sgusre test).

to dImmigrent industry as
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whole. 1In Tact the new fowns obtained only 11.5% of the clothing
plants, compared with 207% of those in other industries, but the
difference is not statistically significant. The number of
establishments in other industries was too smsll to identify with
any confidence those that were particularly over or under-

represented in the new towns.

11.3 EXPLAINING THE NEW TOWNS' ATTRACTION TO IMMIGRANT INDUSTRY

The previous chapters have examined a number of hypotneses that seek
to explain the changing spatial distribution of new incoming
industry and the new towns have been referred to in a number of
contexts. The purpose of this section is to consider the new

towns in the light of these findings.

11.3.1 Trangport Costs and Accessibility Factors

Transport costs, or more particularly communication cost advantages,
appear 10 be relevant to the location decisions of a number of
industries. Nonetneless there are few grounds for concluding taat
the new towns enjoyed any particular competitive advantage over

the rest of central Scotland, al though East Xilbride, Cumbernauld
and Livingston are all very well 1obated in relation to transport

arteries and urbanisation economies.

East Kilbride is close to the labour, services, inputs and markets
of Clydeside. Cumbernsuld is slightly further from Glasgow, but
lccated on the Stirling road and is centrally located for the
Scottish ports and market. Livingston's prime asset, stressed by
the Lothian Regional Survey and Plan (1966) is its convenience for
communications, located as it is astride the Glasgowi-Zdinburgh
trunk road and zccessible to botn east and west coast ports and
alrports. All tnese locations are more central than tnose of
Glenrothes and Irvine. Glenrothes is furtnest from major ports,

airports and rosd links to the south, but the fact that it



attrscted more incoming industry than most other towns suggests
that transport cost considerations were not a major constirsaint on

location choice in the 1960s within central Scotland.

11.3.2 Government Policy

It haé been argued that government policy influences the wider
area within which immigrant industry examines potential locations.
The new towns have, in general, been favourably placed in this
‘respect; with the exception of Glenrothes up until 1962, all have
been in the Assisted Area since thelr designation. Glenrothes
Development Corporation (1961l) were convinced that they were
handicapped in their efforts to attract new industry by their
exclusion from the Assisted Area. They argued that if "Glenrothes
was placed in a position of being able to offer the same terms as
are available in the other new towns and local authorities in
Development Districts, the Corporation are confident that their
progress in attracting industry would be much better than it has

been to date'.

The changing policy emphasis towards stimulating regional growth
benefitted the new towns, wnich were zll centres of the Growth
Areas identified in the 1963 #White Paper (Cmnd 2188). These were
areas within central Scotland whicn were judged to be capable of
substantial and rapid growth. They were intended to provide

focal points of especially vigorous econoaic development., The
Growth Areas had itwo main advantages. They were to receive
priority for infrastructure development and also, unlike otnexr
Development Districts, they were not to be descheduled if
unemployment fell below the critical 4,5% rate, This priority
ended in 1966 wnen Development Area status was extended to the
whole country exceont for Edinburgh, and from 1967 the small Special
Development Areas were able tc offer higher financial incentives
thaan the new towns. Although tney benefitted from regional planning
policies this seems to be an insufficient explznation for taeir

attraction to incoming firms. After 211, other less successful



areas were also eligible for government financial assistance
throughout this period and the Growih Area policy existed

officially for only about three years.

11.3.3 The Availability of Labour

Empirical studies have identified the ready availability of labour
as a major influence on the location decision and, in this respect,
the new towns enjoy & number of advantages. The commitment to
population growth means that an employer is guaranteed a steadily
increasing labour supply, while in the shorter term the availability
of overspill and key worker housing allows a firm either to bring

or to attract skilled labour to the town.

The individual new towns vary in their labour reserves according
to their size and that of neighbouring centres within the same
labour market. 1In this respect East Kilbride is probably the most
favourably placed since it can draw labour from the surrounding
towns in Lanarkshire as well as from the south side of Glasgow.
Only Glasgow itself, and some of its neighbouring towns, either
equalled or exceeded East Kilbride's labour market potential.

Such labour supply advantages were recognised in the 1966 White
Peper on the Scottish Economy which concluded that "much of the
success of the Scottisn new towns ..... derives from their lying
within the complex leabour market and within range of the elsaborate
gervice facilities of a metropolitan or heavily urbanised area"
(Cmnd, 2864).

11.3.4 The Availability of Serviced Sites and Factories

The immediate availability of serviced sites and factories are
poweriul inducexents to immigrant industiry and the new towns were
extremely competitive in both respects. They made a major
contritution to advance factory building, constructizg 2.8 million

8q 1 of new floorspace, and were responsiple for 6C. of the new



factory space in the West Central and 54% of advance space in the
East Central regions between 196C and 1870. All the new towns
attach considerable importance to their ability to provide
factories. Livingston Development Corporation (1971) have stated,
for example, that in their experience the immediate or early
aveilability of factories built in advance of known requirements

has been of vital importance to industrial development.

Their advance factory programmes usually allowed them to offer a
range of buildings to any incoming firm that needed one and,

unlike 3IiC, the new towns weré prepared to allocate factories

for rehousing and non-manufacturing projects. The new towns built
the highest proportion of smsll factories, with over three-quarters
being smaller than 10,000 sq £t compared with only 5% of the SIEC
factories. Such units were too small for most incoming firms, which
explains why only 29% of new town advance factory space was
initially occupied by immigrant plants, wnereas in the case of the
SILC floorspace the figure was 68/, It also accounts for the
relatively high proportion of new town immigrants wiaich
subsequently moved out of the advance factories, although this was
also facilitsted by the availability of serviced sites on which

firms could build their own factories.

Although it is difficult to separate the individual influence of
sites and factories on the decision to move to a particular
locztion, it does appear that the availability of factory space
was particularly important in the new towns. This conclusion
arises from tne finding that 62% of immigrant firms started
production in an advance factory, compared with 49% on other

industrisl estates.

The quality, cost and availability of sites and factory space
probably explain the particular attraction of the new towns for
the engineering industry in general and the instrument/electirical
engineering sector in particular. It was shown previocusly that
this industry is strongly influenced in its choice of location by

the availlability of a new advance factory.



11.3.5 Development Corporation Assistance

The new town Development Corporations have all pursued active
industrial development pclicies and specialist attention is given
to the needs of immigrant industry since this provides the basis
for much of their growth (Lothians Regional Survey and Plan, 1966).
In support of this objective they have undertaken co-ordinated
programmes of infrastructure deveiopment and industrial promotion.
The provision of serviced sites and advance factories is probably
the most effective way in which they are able to influence
economic activity. Their attraction is further enhanced by the
ability of the Development Corporations to offer mortgage
facilities and concessional rents. In addition the availability
of key worker housing, flexible plamning and rapid decision making

are all policies conducive to attracting incoming industry.

The ILAG survey (1973) referred to the energetic efforts of the
Scottish new towns wnen it mentioned that fifteen of the thirty-
two firms influenced by new town Corporations were Scottish cases.
Univac Limited have specifically mentioned that they received
considerable assistance from Livingston Development Corporation,
who were prepared and able to provide direct and immediate answers
to enquiries and where decision making is delegated to a few key
individuals whom the firm came to Xnow (TISC, 1973). The
organisational framework of industrial promotion agzsnciés there-
fore seems to be relevant to their effectiveness because Univac
Limited found that in some authorities they had to contact various
groups of people and this sometimes resulted in contradictory
advice. The decisiveness of the Development Corporation and the
availability of an advance factory were the main reasons for

Univac Limited deciding to move to Livingston.

11.3.6 The Image of the New Towns

The new towns enjoy a general level of amenities and enviroament
that compare favourably with most other urban aress in Scotland.

They nave benefitted from the concentration of public investment
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and a co~ordinated deveiopment plan, which has been unhampered by
exisgting land uses. The physical infrastructure is modern and
there are no areas of urban decay which afflict many older towns.
Fast Kilbride Development Corporation (1965) clearly felt that
this gave them a useful advantage in attracting incoming industry.
In their experience, "it{ is clear that staff coming from England
prefer to live in surroundings which most nearly approximate to
thoge to which they are accustomed. Conversely, if the management
staff are not satisfied with their houses there is uncertainty in
their factory life; hence even more effort is being put into the
pravigion of a higher standard of managerial and semi-managerial

housing".

The new towns also benefit from the favourable image of their
economic as well as thelr physical enviromment. They have been
largely free of the industrial relations prcblems of some of the
older areas and give an impression of dynamism and growth: "the
attractions for industry continue to grow with the growth of the
town; Success breeds success" (Bast Kilbride Development

Corporation, 1964).

Such congiderstions influence mobile industry and Cameron and Clark
(1966) have shown that "the expected beneficial effects of an
attractive environment upon labour productivity caused most firms
to site in the newly developed centres or on the periphery of
major urban areas". The new towns attracted the larger plants,

for in every period the average size of their immigrant
establishments exceeded the Scottish average (Table 11.1). This
can probably be partly attributed {o labour supply advantages such
as growing population and key worker housing, but they also exerted
a special appeal to the larger engineering units. Evidence was
presented in the chapter on psychic costs to show that, even when
allowance is made for industrial structure and for site and factory
availability on industrial estates, such plants were over-
represented in the new towns. It was argued that ithe new towns
projected a favourable image to management and that tais proved

decisive in attracting such plants.




1.4 PLACING TdE NEW TCANS TN PERSFECTIVE

Despite their success in attracting about 23% of all immigrant
employment between 1960 and 1970, there is a need to keep the
- contrioution of tne new towns in perspective. It is worth

emphasising that the vast majority of incoming establishments

{over 80%) selected a location outwith the new towns.

The new towns algo seem to have suffered some erosion in their
competitive edge during the course of the 1960s in that their share
of both incoming establishments and employment declined after 1965.
(Table 11.1). This is the reverse of what might have been expected.
The early 1960s saw the arrival of two very large motor vehicle
plants, neither of which moved to a new town, and this could have
been thought likely to deflate the new towns' share of employment
relative to the succeeding period. In addition, the latter 1960s
saﬁ a larger number of new towns in operation since Livingston's
development effectively started only in the mid-1960s and Irvine

was designated a new town in 1967.

It is also worth noting that each new town attracted fewer jobs
after 1960 than its surrounding county (Table 11.3). East
Kilbride's 5,680 jobs, for example, compared with 7,940 in the rest
of Lanarksnire, while Fife obtained over half as many Jjobs again

as Glenrothes. 7The lowest ratio of new town : county jobs occurread
in Livingston, but this can be attributed to the movement of the
British iotor Corporation into West Lothian. It is therefore
misleading to place excessive emphasis on the new towns while

ignoring the success of other areas.

A measure of the new towns' declining fortunes can be seen in Fast
Kilbride and Cumbernauld, which after 1965 together attracted
fewer new immigrant jobs than Glasgow (902 compared with 1,880).
The new towns' share of the West of Scotland's incoming employment
slumped from 31% in the early 1960s dowa to 10% after 1965. This
contrasts noticeably with the East of Scotland, where the new
towns' snare of emvloyment rose from 25¢ to 41# as a result of an
inflow in both periods of about 3,500 jobs, whereas the rest of the

region experienced a decline (Table 11.4).



TABLE 11.3 TMATGRANT INDUSTRY IN THE NEW TOWNS AND THEIR

SURROULIDIKRG COUNTIES 1960G-1970

Employment (wlaximum) 1960-70
Area* .

New Rest of Ratio of
Tow Count New Town :

n unty Rest
Bast Kilbride 5,680 7,940 1 : 1.40
Cumbernauld 2,130 3,030 1 : 1.42
Glenrothes 4,650 7,310 1 :1.57
Livingston 2,530 8,590 1 : 3.40

¥ Irvine has been excluded because it was not designated until
1967 and only attracted one immigrant subsequent to this.

TABLZ 11.4 LLiIGRANT INDUSTRY IN T.AE NV TOWNS AND THEIR

REGIOLS 1960-1970

Employment (Maximum)
Period Region New Town
New . ~owns
Region as % of
Towns .
Region
West Central 6,910 22,300 31.0
1960-65
i Bast Central 3,590 14,680 24.5
!
i West Central 900 9,180 9.8
1566~70 i
| Bast Centrel 3,580 8,650 41,4
|




The probable explanation for the new towns' decreasing share of
immigrant indusiry employment is that tonelr competiltive position
weakened as a result of the extensive development of new industrial
estates and advance factories in other areas, Their share of both
Tell after 1965; from 45% to 35% in the case of the new industrial
estate acreage and from 64% to 45% of the new advance factory
space. This further strengthens the view that the availability

of sites and factories represent the new towns' largest assets.
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CHAPTER 12

4

THE STaTISTICAL ANALYSIS

b,

12,1 BAS0ONS FOR UNDERTAKING A STATISTICAL ARALYSIS

The previous chapters discussed the individual variables hypothesised
as exerting an influence on the choice of lecation in Scotland made
by incoming industry. Each one was considered separately and
assessed for its changing impact over time. On the basis of this
type of approacn it is rarely possible To determine tne importance

of one factor relative to anotiner. Instead, what is required is

a joint assessmeat of all the relevant considerations because if

two factors are operating in opposiie directions, either to

attract or to repel incoming industry, each will disguise the

otner's impact. It is possible to standardise for such an effect

by statistical means using multiple regression analysis.

This technique identifies the linear relationsnip, expressed in

the multiple correlation coefficient (R), between a set of
independent or explanatory variables, in this case a number of
potential location factors, and a dependent variable, such as tne
volume of immigrant industry moving into an area. This is achieved
by taking into account the inter-relatienships among the
independent variables (Nie et al, 1975; Koutsoyiannis, 1973). The
difference between tne actual value of the dependeni varisble and
that "predicted" by the linear combination of the independent
variables is the residual. The regression equatioans seek to

"explain'™ by means of tne R2 (Coefficient of Determination) value



the provertion of variance in the dependent variable accounted for
by the explanatory wvariables. The higher the RZ value tne better

the explanatory power of the model.

The individual effect of eaca location factor on the volume of
incoming industry can be identified by measns of the sign and size
of the regression coefficient. This shows the direction and
strength of any relationship. A positive coefficient such as
occurs in the case of unemployment indicates that the larger the
supply of labour in an area, the larger the volume of mobile
industry that will be attracted. The major location factors are

identified on the basis of their significance levels.

The use of multiple regression analysis is well establisned in
economic and geographical research and has been extensively used

to identify the causal factors underlying a wide range of spatial
distributions. These include retail prices (Chisholm and Campbell,
1970), land values (Yeates, 196%) and rural farm population
densities (Robinson et al, 1961). In addition the technique has
formed the basis of a number of studies of industrial location.
These have dealt with urban decentralisation (Cameron, Firn et al,
1974 ), manufacturing employment growth (Smitn, 1969; Keeble and
Hauser, 1972) and inter-regional movement (Keeble, 1972 and Sant,
1975). By using multiple regression analysis the main factors
attracting industry to particular areas cor regions have been
identified, although none of these studies has examined the locations
chosen within the destination region by long distance industrial

migrants.

Multiple regression analysis is used here to try and identify those
factors wnich have eitner attracted industry to or repelled it from
different perts of Scotland. Movement into sach area is measured
by the number of jobs provided by immigrant industry arriving in

a Specific time period. This is correlated with a range of
explanatory variables hypothesised as being imvortant influences

on tne location decision. More specifically, the relationship is

expressed in the form:-



Y = a 4+ byXq & b2Xp vaeus 4 bpXp e
where Y = the number of Jjobs in an area

X4 «vo Xy = the explanatory variables

e = error term or regidual

n

a constant

o
I

the regression coefficients

The regression equations sghown in Equations 13.1 to 13.38 include
only those variables which display the predicted sign, since these
are the only onesgs considered to be meaningful. Those regression
coefficients which are not significant at the 95% confidence

level are then excluded and the equations re-run using only the
significaat variables. The relative imvortance of each factor is
identified by'means of its standardised regression ccefficient or
beta weight value. DThis converts the different scales of each
variable into comparable units on the basis of their standard

deviations.

A major cause of variasbles displaying a sign which is the reverse

of that predicted is multi-collinearity. Hultiple regresgion
analysis assumes that the independent variables are independent of
each other. If this is not the case and they are inter-correlated
then the sampling error of the regression coefficient will be lerge,
resulting in its incorrect svecification (Hauser, 1974). In
extreme cases it may result in tne coccurrence of an incorrect

sign, suggesting a false and misleading relationship.

Hauser (1974) suggests tnat if the correlation between indevendent
variables exceeds & 0.8 then collinearity is a serious problem.

In such circumstances 1t probably is best to apply "zero
restriction™ and drop one of the variables from the equation
(Keeble and Hauser, 1972), using the remaining variable as a
gurrogate for both. In the succeeding analysis this is in fact
done if it makes theoretical sense, ¥For example, the very high
correlatioca between the advance factory and industrial estate
variables in the 1945-51 period results in the former snowing an
incorrect sign and veing omitted. The industrial estate variatle
is then assumed io represent new as well as existing factory srvace

and site availability.



12.2 MEASURING THE VARIABLES

This section discusses the methods used to measure the variables
used in the statistical analysis. The zones are tnose shown in
Table 2.1 and represent the cities and counties or groups of
counties, The analysis has been conducted con the baslis of the four

time periods discussed in Chapter 2.

Two ways of measuring the volume of immigrant industry have been
used., Pirstly, the maximum employment (regardless of year)
provided by the establishments coming in each period; secondly,
the employment they provided at the end of the period. This is
undertaken both for immigrant industry as a whole and for the

engineering sector on its own.

Maximum employment has been used both to ensure that all
establishments were lncluded, even those closing before the end
of the period, and to allow for the build up in employment by
firms coming only at the end of the period. On the other hand
this build up to peak employment can occur many years later when
it may be unrelated to conditions pertaining in the period during
wnhich the firm started production. The use of a measure of
employment at the end of the period avoids this difficulty bdbut

excludes those plants closing before the terminsl year.

The results using both measures are compared to see whether or not
they produce similar findings. If not, an attempt is made to try
and resolve the differences and to indicate which regression

equation is likely to be tane most meaningful.

12.2.1 The Dependent Variables

¥4 © Maximum employment in all immigrant industry

Yz = Employmeat at the end of the period in all immigrant industry
Y3 = llaximum employment in engineering immigrant plants

Y4 = Employment at the end of the period in engineering immigrant

plants -
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12.2,2 The Independent Variables

(a) Labour Supply

X4 = the number of Temales uvnemployed - this is used to measure the
female labour supply which became more imporiant than male
labour during the 1960s.

Xp = the total number of people unemployed - this is used to
measure the total labour supply.

X3 = the female unemployment rate.

X4 = the total unemployment rate.
The variables were measured in 1948, 1954, 15663 and 1966.

(b) Accessibility

Lg = the distance from the Scottish market plus the UK market - the
mean centre of tne Scottish merket is approximately at

Stirling, while London was taken to represent the UK market.

(¢) The Imeze of an Area

Xg = the percentage of housenolds living in overcrowded conditions
(defined as more than two persons per room in 1851 and more
than one and a half versons per room in 1961 and 1966) - this
is used as a surrogate for an area's physical image.

X7 = the percentage of economically active males in socio-economic
groups 1 - 4 (basically managerial and professional groups ) =-

this is used as a surrogate for an area's social image.

(d) Site and Factory Availability

XB » the acrezge of new (less than 10 years developed) industrial
estate land per 1,000 unemployed - this variable is a
surrogate for tne availability of industrial sites.

X9 = the square footage of advance factory space built in tne period
per 1,00C uanemnployed - this variadle is a surrogate for new

factory availability.
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Both variables are expressed as a ratio with the numbers unemployed
to try and reduce collinearity because new sites and Tactories
tended to be concentrated in areas of high unemployment. In
addition, both act as a proxy either for ceatral governmeni policy
(eg between 1945 and 1951) or for both central and local

government policy (eg the 1960s).

(e) Local Authority Assistance

X40 ™ the proportion of local authorities in each area who

developed industrial estates or advance factories.

The only variables where the regression coefficients are expected
to have a negative sign are XZs and Zg. In all other cases a

positive relationship is hypothesised.



CHAPTER 13

THE ESULTS OF THE

MULTIPLE REGRESSION ANALYSIS

This Chapter discusses the results of the multiple regression

analysis for each of the periods analysed.

13.1 Td5 1945-51 PERIOD

The circumstances of this period were exceptiocnal in taat wartinme
building centrols still existed, along with fthe newly introduced
Industrial Development Certificates. There was a proaounced
shortage of prenises as a result of both war damage and the release
of pent-up consumer demand as the economy moved away from its war
footing. This situation allowed the Governmeni to exercise a
strong influence on the location decisions by means of its control

over industrial building activity.

The results from tne regression equations are consistent with
these circumstances. Equations 13.1 to 13.4 snow that only four

1

factors appear to be relevant to the cnoice of locaticn. The
availavility of lavour, measured either as the actusl number or
percentage of people unemployed, and the ability to offer sites and

factories proved positive induceusnts, whereas distance fromn marxzeis

or inputs was negotively related to the amount of industry moving
(+0.92) between thae advance

to an area. Tnz anign correlztion
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factory and industrial estate variables means that the latter is
used to act as a surrogate for new as well as second hand premises

and serviced sites (Table 13.1).

In the case of both immigrant indusiry as a whole and the engineering
gsector on its own these variables provide a higher R2 value when
employment 1s measured at the end of the period rather than at its
maximum. This is not unexpected given that the build up to peak
employuent sometimes did not occur until the 1960s when very
different conditions prevailed. Consequently the results are

discussed in teras of employment at the end of the period.

Tactory space and labour availability (measured in terms of total
unemployment) stand out as the important considerations both for
incoming industry as a whole and for the engineering sector on its
own. The beta weight values indicate that of these factors the
availability of factory space was about 507 more important to all
immigrants taan labour availability, whereas it was more than
twice as important for the engineering sector (lZquations 13.6 and
13.8; Table 13.2).

The results are therefore coansistent with the view that factory
space was at a premium in this period. Since all the advance
factories were governmeat built, all new purpose built preaises
were subject to strict goverament ccntrol and many of the re-lets
were government munition factories, it is clear that government
policy nad a promounced eifect on the cnoice of location within
Scotland., It is also consistent with the argumeat that the
availability of factory space is particularly attractive to

engineering firms.

The strong preference of immigrant industry for a location either
on Clydeside or in Dundee can tnerefore be attributed largely to
the concentration of government factory building in these areas,
although tneir large labouar supplies were also a significant

additional attraction.
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TABLE 13.1 CORRELATIONS BETJEEN THE VARIABLES: 194%5-1951

Yp 0.96 1.00

Y3 0.97 0.90 1.00

Y4 0.94 0.96 0.94 1.00

X, 0.58  0.74 0.47 0.70 1.00

X4 ©0.62 0.63 0.55 0.55 0.48 1.00

X5 -0.23 ~0.28 -0.20 ~-0.26 =-0.26 0.24 1.00

Xg 0.68 0.73 0.60 ©0.76 0.80 0.45 =-0.41 1.00

X7 -0.07 -0.09 -0.06 =0.09 0.04 =0.13 =0.03 =0.18 1.00

XKg 0.86 0.36 0.87 0.90 0.52 0.48 0.26 0.62 0.02 1.00

Xg 0.76 0.80 0.72 0.79 0.46 0.46 =0.30 0.61 0.05 0,92 1.00

- Notes

{(a) All values are positive unless otherwise shown.

(b) For the key to the variables see text (12.1 and 12.2).



REGRESSION ZEQUATICNS - ALL VARIABLES WITH THZ PREDICTED SIGN

t

(13.1) ¥4 = 1105.34 & 0.08X, + 1124.26X, - 5.05X5 + 2716.24X5
(0.16) (526.66) (5.23) (567.29)

R "™ 0.90 R2 = +0.81

B

(13.2)  Yp = 460.72 « 0.15%p '« + 359.83%; - 1.99Kg + 908.45%g
(0.05) (160.33)  (1.59)  (172.70)

‘R = 0.94 RZ = 4+0.89

(13.3)  ¥3 = 6.63 + 502.08%y - 1.3.X5 + 2297.54Xg
(359.76)  (3.71) (414.26)

R * 4+0.88 RZ = +0.78

(13.4) Y4 = -8.48 + 0.07Xp + 59.17%X4 - 0.17X5 + 620.94Xg "

(0.03) (82.63) (c.82) 23.00)
R = +0.94 RZ = 0.89
NOTES s (2) Tigures in brackets are the standard errors

of tne regression coefficients.

(p) * - significant at the 95 level
¥#. gignificant at tne 997 level



REGRESSICH ZQUATIONDS - ALL SICGLIFICANT VARIABLES

(13.5)

(13.6)

(13.7)

(13.8)

Y3

Yy

]

~1289.35 + 986.12X, + 3070.40Xg
(429.86) (491.9.)

R = +0.89 RZ = +0.79

~41.66 + 0.19%, = + 1074.71Xg
(0.05) (166.30)

= +0.92 RZ = +0.86

u
1

166.95 + 2609.5345
(325.93)

R = +0.87 R2 = +0.75

* ¥ ¥ ¥
-6.80 + 0.08%> + 645.64]{8
(0.02) (76.86)

R = +C.94 RZ = +0.8S

Figures in ovraczets are the standard errors
of the regression coefficlents.

- significant at the 957 level
**¥ - gignificant at tne 957 level



TABLE 13.2 BETA «IIGHT VALUES - ALL SIGNITICANT VARIABLES

et | x| x5 | %
Y4 - +0.27 +0.73
Yo +0. 41 - +0.64
Y, - - +0.87
Yq +0,31 - +0.74




13.2  THE 1952-59 PERIOD

This period was one of relatively lax regional policy (ifioore and
Rhodes, 1973), with little atteapnt by government to influence the
location decigions of immigrant industry. Only two new government
industrial estates were started in this period and no advance
facteories were built. DMNevertheless sites were available on the
existing estates and premiseé became vacant for re-letting from
time to time, so that government influence on location decisions

was not entirely absent.

During the 1950s three of the new towns began tc develop their own
industrial estates and to attract new industry, altancugh the only
advance factories were a few nest units which tended to hold
Llittle appeal to immigrant firms. The removal of wartime building
controls, the larger supply of factory space as & result of the
post-war building boom, and the cessetion of the demand pressures
which were experienced just after the war meant that the demand
for new factories had eased, while tne supply of prenises had
improved. Consequently the influence of factory space (and
government policy for which it acted as a proxy) on the choice cof

site is likely to be less in evidence during tnis period.

Once again four factors stand out as being relevant to the choice
of location witnin Scotland (Zquations 13.9 to 13.12). Distance
from markels continued to deter industry from moving to the
remoter areas whereas a good supply of labour aand of sites/factory
space proved a positive inducement.

The RZ values remain nighest when employment is ﬁeasured at the
end of the period, although the difference is much less pronounced
than in the previous period. The resultits are therefore discussed
in terns of this measure of immigrant industry. Tns vafiables
"explain" about 887 of the variation in employment in all

immigrant plants and 860 in the engineering sector.

Labour availability and the supply of sites/factories azain stand
c tsz, althourn

t
out as being of priue concern to inconming establishaen
this time tneir ranks are reversed in tane case of all immigrants.

The beta welzpny values su_gest tach labour supply exerts ncarly



212.

twice as much influence as the availability of sites/premises.
This is consistent with the view that since supply and demand for
factory space was more in belance during this period its effect
on the choice of site would be correspondingly less. It also
reflects the reduced government control over factory building.
The declince in "explenatory" power when only these two variables
are used in the egquation is minimal since R? falls from 0.88 to
0.86 and suggests that these factors were of overwhelming

importance.

Engineering immigrants differ in that the R? value is the same
whether employment is taken at its maximum or at the end of the
period. However the significant factors are influenced by the
employmeant measure used. when the dependent variable is employment
at its maximum the critical location factors are the availability
of both sites and factories and of labour (as reflected in the
rate of uneuployment) and distance to markets. Of these, sites
and factory space exert about four times the weight of the other
factors. The reason why neither distance nor the rate of
unemployment snows up as significent in the full equetion is that
thelr impact is reduced by the presence of the variable measuring

total unemployment.

#hen engineering employment is assessed at the end of the period
the availability of siteg and factories continues to be the
outstanding factor btut its relastive imreritaznce is reduced to about
507 above taat of tne total supply of labour. XNeither the rate of

unemployment nor distance to market is significant in this equation.

Therefore both measures of engineering employment agree that site
and factory aveilability continues o be of outstanding importance
to engineering immigrants, with labour supply of lesser sizgaificance.
Tnis contrasts with immigrant industry in general aasd reflects the

greater importznce of site/Tactory space to engineering plants.
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TABLE 13,3 CORRELATIORS BETWEEN Tde VARLIABLES: 1952-59

Y, 1.00

Yo 0.98  1.00

Y3 0.89 0.80 1.00

Yy 0.97 0.94 0.94 1.00

X, 0.78 0.87 0.48 0.72 1.00

X4 0.30 0.31 0.28 0.32 0.28 1.00

X5 -0.34 -0.32 ~0.27 =0.28 =-0.27 0.44 1.00

Xg 0.76 0.79 0.56 0.69 0.81 0.25 =0.41 1.00

X7 -0.10 -0.12 -0.02 -0,08 0,02 -0.13 -0.03 -0.18 1.00

Xg 0.77 0,67 0.90 0.82 0.42 0.19 =0.19 0.52 0.16 1.00

]
NOTES : (a) A1l variables are positive unless otherwise shown.

(b) For the key to the variables see text (12.1 and 12.2)



REGRESS IO ZUUATIONS - ALL VARTADLES WITH THE PREDICTED SIGN

(13. 9) ¥y = 927.09 + 0.34K, 4 344.09%, - 3.38%5 4 596.67Xg
(0.08) (241.23) (2.02) (116.42)

R = 40,93 R2 = 40.86

(13.10)  Yp = 219.87 + 0.25Xp = + 148.89%, - 1.32Kg + 218.19%g"
(0.04) (121.50)  (1.02)  (58.64)

R = +0.94 R2 = +0.883

(13.11) Y3 = 545.32 + 0.0LXp # 284.85%, ~ 2.37TXs + 589.40Kg
(0.05)  (149.87) (1.26) (72.33)

R = +0.93 RZ = 40,86

(13.12) Yy = 10.25 + o.oaxz%* + 93.50X4 - 0.65%5 + 202.51X8**

(0.02) (68.39) (0.57) (33.01)
R = +0.93 RZ = +0.86
HOTL3 . (a) TPFigures in brackets are the standard errors

of the regression coefficients.

(b) * =~ significant at the 957 level
#* ~ significant at the 99, level



REGRESSTOS RLUATICNS - ALL SIGNIFICANT VARIALLES

(13.13)

(13.14)

(13.15)

(13.16)

4 3% #% %
=2 -—264.03 + Oo4OK2 + 631.01X8
(0.07) (117.95)

R = +0.92 R2 = +0.84

Lor * W
= -220.51 + 0.28%, + 232.26Xg
(0.04) (57.86)
R = +0.93 RZ « +0.86

= 561.53 & 295.45K, - 2.46X5 + 593.31Kg |
(134.30) (1.13) (67.21)

R = +0,93 R2 = +0,86

*H * %
= -168.50 + 0.09Xp + 210.32%g
(0.02) (32.59)

R = 20.92 RZ = 40.94

Figures in brackets =zre the gtandard errors
of the regression coefficients

# - gignificant at the 957 level
** - gignificant at the 999 level



TABLE

13,

4

BETA WEIGHT VALUES -

ALL STGNIFICANTY VARTIABLES

e~ e

Dependent

Variable X2 £4 L5 iy
¥y +0.55 - - +0.53
Y, +0.71 - - +0.37
Y3 - +0,22 -0.,22 +0.382
Ty +0.45 - - +0.63
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During this period regional policy was greatly strengthened,
resulting in an increase in the volume of inter-regional industrial
movenent (Woore end Rhodes, 1973). Financial incentives were
introduced, IDC policy was tightened and advance factory building
was re-gtarted by central government as well as being greatly
expanded by tne new towns and started for the first time by local
aunthorities, In addition the areas eligible for government
assistance were extended, thereby effectively widening the

potential choice of locations for immigrant industry.

The structure of immigrant industry underwent pronounced changes

in this period. Electrical engineering and clothing establishaents
provided a growing share of the incoming employment, whereas
mechanical engineering plants provided fewer jobs. This resulted
in demand snifting from male to femsle labour, alihough the arrival
of two large motor venicle plants disguises this trend.
Consequently fenale labour became increasingly important as a
location factor. The preference of both electrical engineering

and clotaing plsnts for available fectory space, particularly in

the form of new advance Tactories, suggests tnat the availability

)]

of premisez is again lilely to be a relevant consideratiocn.

v

Differences in the results for ilamigrant industry in general and
for the engineefing industry on 1t3 cwn mean that the respective
findings are considered separately. Six variables appear to be
relevant to tne location decisions of immigrant industry and
together they "explain" at least 857 of tne total variznace
(Equations 13.17 and 13.19). Ead of period employment continues

-
to procduce the highest 22 values.

Two equations zre shown for each dependent variable. The
difference tetween thnem is that paysical image is substituted for
accessipility in the second eguation. It wus hypothnesicsed

oreviously that psychic income/cost factors would beccue increasic ly
relevaat os the 1960s grosressed and the results arzusbly orovide

some evidence for this trend.



[

Unfortunately the physical image and labour supply variables are
very highly corrclated (+0.36), so tanat it is not possible to
identify satisfactorily the individuel impact of image factors.
The results for immizrent industry as a whole show however that
the overzll level of Mexplanatioan™ (Rg) increases when the image
variable is incorporated into the equations. This indicates that
it makes a wvaluable contribution to the overall level of
explanation. In addition this is the first period in which the
irage variable nas the predicted sign. Problems of collinearity
are so severe that they prevent a more precise identification of

its relative iuportance from being established.
p &

Nevertheless the equations (13.17 - 13.20) agree that female labour
availability, as messured by both actual znd percentage unemployaent,
the presence of sites and factories, and loczl authority activity
were all relevant coansiderations for incoming industry. This is

also the first tiwe in which advence factory space can be

separately identified from the overall provision of industrial

estate sites and faclories. The correlation of +0.55% between thnese
variables compares to one of +0.92 between 1945 and 1651, As far

as tne significant variables are concerned there isg general

agreement that labour, site and/or factory availability are the

major location factors {(Equations 13.25 - 13.28).

There i1s some divergence amongst the different equations in terms
of the outstanding location facter. Assuming that employment at
the end of the period is a ovetter indicator than maximum
enployuaent, in tnat it has s higher R2 value, the availability of
sites/factory space seems to be the most important location facicr.
It has the highest beta weight score whether or not the physical
image verietle is included in the equations (Table 13.6). However,
there is a marked difference between the equations in the
contribution of female labour to the overall level of explanation.
Its full impact will be hidden if an area's physical image 1is not
taxen into account beczuse the advantages of & largs labour supply
can be partly offset by a poor physical environment.

Conseguently when the physical imasze variable is ignored, female
labour supply, wactaer measured by the actual or percentage

unecnvloyacnt rats, only corries nulf tae wei_ nt of site/fzctory
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aveilanility. However when allowance is made for tae negative
effect of a poor environment the actual size of the labour supply
becomes much more significant. It then ranks above the relative
availability of labour (ie the rate of unemployment) and much

closer to considerations of factory availability (Table 13.6).

The fact that the percentage rate of female unemployment is a
significant factor provides some support for the impact of
government policy. Development Districts were designated largely
on the hasis of their unemployment rate and there is a high
correlation (+0.86) between the female and total unemployment
rates. The concentration of advance factory building in the
Assisted Areas can be seen in the correlation of +0.61 between the

advence factory and female unemployment rate variasbles.

When employment 1s measured at its maxiﬁum a different ranking of
significant factors becomes apparent. Female labour supply elther
ranks egual tc or aigher than the aveilability of factory space,
depending on whether or not the physical image variable is included
in the equation (Table 13.6). A further change is that advance
factory space shows up as a significant factor in its own right,
ratner than being subsumed by the industrial estate variable.

Tne conclusion arising from this discussion is that the size of

the female labour supply and the availability of factory space
(wnether new or second hand) are the outstanding attractions to
immigrant industry in this period. Their relative ranking depends
on how the volume of incoming industry is messured. 2Physical imzsgze
is also a relevant consideration, altanough collinearity problems
prevent the real extent of its impact from being satisfactorily

identified.

Interpretation of the regression equations becc.es even more
difficult in the case of enzineering immigrants. RBefore the
inclusion of the physical image verizble the overall level of
"explanation" is extremely low at 527 aud none of tne tnree factors
t {(Equations 13.21 and 13.23).

This is in direct contrast to the situation for all immigrant plants,

included in th2z equation iz significan
where the stepwise nultiple regression procedure identified four
significaant lactors when physical enviivoament was ewxcluded froa

the analysis.



The effect of adding the physical image variable is a dramatic
rige in the overall explanation Frem about 500 to 727 (Zquations
13.22 and 13.24). No comparable increase occurred for immigrant
firms as a wnole. The other impact is to render the supply of
botn feiaale labour and advance factory space significant. Such =z
pronounced effect is consistent with the view that an attractive

enviromment is particulerly important to the engineering industry.

The fact thet the advence factory rather than the industrial estate
variable is significant supports the argunent advanced in Part II
that the availability of new factory premises is particularly
important to electrical engineering, which dominated the
englneering sector at this time. However the correlation of #0.55
with the induztrisl estate variable suggests that it also acts as

a partial surrogate for the previously occupied premises found on

such estates.

The severe collinearity probleas arigsing from the phyzicsl image
variable maxe any sensible interpretation of the results extremely
difficult. 4s far as the engineering sector is concerned, the best
that can prcbably be done is to conclude that the availability of
both female labour and factory space are particularly important,
while an area's physical environment can also gway the location

declsion.



1.00

-0.53

0.22

0.34

~0.10

TABLE 13.5 CORRELATICNS BETWEEN TUIE VARIABLES: 1960-1965
Y, Y, Y3 Y4 X X, X3 X, Xg

Yy  1.00

Yo  0.95 1.00

Y3 0.80 0.68 1.00

Y, 0.78 0.68 0.99 1.00

X1 0.58 0.48 0.56 0.56 1.00

Lo 0.33 0.28 0.33 0.34 0.94 1.00

X3 0.76 0.68 0.59 0.57 0.46 0.22 1.00

X4 0.63 0.53 0.47 0.45 0.61 ©.47 0.87 1.00

X5 ~-0.39 -0.38 -0,22 -0.22 -0.38 -0.31 -0.20 -0.20 1.00

Xg 0.46 0.44 ©€.29 0.28 0.856 0.89 0.32 0.53 -0.31

X7 ~0.43 -0.47 -0.37 -0.37 -0.53 ~0.45 ~0.45 -0.33 0.16

Xg ‘ 0.57 0.77 0.22 -0.37 0,04 -0.01 0,32 0.15 -0.24

Xg . 0.78 0.74 0©.58 0.% 0.31 0.15 0.61 0.54 -0.32

X109 0.18 0.27 0.C4 0.06 =0.21 -0.27 0.09 ~0.15 -0.10

NOTEG:  (a) All variables are positive unless otherwise shown.

221.

1.00
-0.37 1,00

~-0.14 0.55 1.0C

~0.05 0.42

(b) For the key to the variables sec text (12.1 and 12.,2).
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REGRESSTION ERUATIONS -~ ALIL VARIABLES JITH THE PRECICTED SIGN
(13.17) ¥y = -1062.93 + 0.61X;" + 492.0%," - 0.82Kg + 34.43Xg + 35.57Kg  + 2.23Kqg
(0.25) (205.13) (2.38) (17.06) (15.49) (7.77)
R = +0.92 RZ = 4+0.85
¥ * ) * W * ¥
(13.18) ¥4 = 1776.69 + 1.48X; + 329.98X3 - 363.93Xg + 48.15Xg  + 40.23Xg + 2.56Xq(
(0.39) (184.45) (147.37) (15.44) (13.17) (6.60)
R = +0.94 R? = +0.89
. * * *
(13.19) ¥, = -551.13 + 0.35%¢ + 258.66X3 = 0.47Xy + 48.55Xg  + 9.93Xg + 1.27A4q
©(0.13) (107.04) (1.25) (8.90) (8.09)  (4.05)
R = 0.95 RZ = 4+0,89
# ¥ #* *¥%
(13.20) Y, = 914.01 + 0.80% £ 173.43%3 - 190.51Xg + 55.78Xg + 12.41Xg * 1.45K 0
(0.20) (96.22) (76.88) (8.0%) (6.87) (2.44)
R = 0.96 RZ = 40,92
(13.21) Y3 = =788.17 + 0.43% + 195.22X3 + 22.51%q
(0.21) (199.55) (13.10)
R = +0.72 RZ = 0.52
- X L . . L oxx . * .
(13.22) Yy ™ 3278.39 + 1.47&y  + 3.2743 - 456.74Xg + 8.62Xg + 30.20%g + 1.7344q
(0.38)  (179.96)  (143.79) (15.06)  (12.84) (6.44)
R = +0.34 R? = +0.71
(13.23) Y4 = 405.89 + 0.25Xq + 99.73%3 + 11.93%¢
(0.12) (Q13.13) (7.43)
R = +0.71 RZ2 = +0.50
* % * ¥ X
(13.24) Y, = 1956.09 + 0.88%y =~ 272.53Xkg + 7.74Xg + 14.58Xg + 1.35%qq
(0.18) (71.39) (7.88) (5.93) (3.39)
R = +0.35 RZ = 40.72
NCTS (a) Fisures in brackets are the standard errors of the regression

cocfficients.,
* « significent at the

¥* o gignificant at the

95" level
9% level
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REGRESSION EQUATIONS - ALL SIGUIFICANT VARIABLES

(13.25)  Yq = -1384.23 + 0.63k;  + 486.00X3" + 36.85%y + 36.69%g
(0.21) (192.92)  (15.21)  (14.50)

R = +0.92 R2 = +0.85

(13.26)  ¥q = 3460.8L + 1.78Ky = - 453.30Kg = + 53.80Xg =+ 52.06ig
(0.36) (144.17) (15.10) (11.93)

R = +0.93 R2 = +0.87

(13.27) Y2 = 873.72 + 0.37X1  + 322.31X3" + 55.37ig
(0.11) (90.77) (7.11)

R = +0.94 RZ = +0.88

(13.28) Y, = 680.39 4 0.77X4  + 260.91X~ " - 173.76%¢" + 62.58%.
2 1 3 6 3
{0.21) (87.55) (79.5%) (7.28)

R = +0.55 R = 4+0.91

(13.29) Y5 = 3170.22 + 1.38Kq" - 426.09%;" « 34.93%g "
(0.29)  (119.04) (8.72)

R = +0.84 R = 40.70

(13.30) ¥, = 1837.33 + 0.79Xq - 244.77%c " + 18.61Xc
4 1 3 g
(0.16) (66.36) (4.86)

R = +0.84 R = +0.70

NOTES: (a) Figures in brackets are the standard errors of the
regression coefficients.

(b) * =~ significant at the 95% level
** -~ gignificant at the 99% level



TABLE 13.6

BETA WEIGHT VALUZES ~

ALL STICHIFICANT VARIABLES

L = i

Vertamie. L e X Xg X
¥, +0.32 +0.32 - +0.27 +0.34
Y, +0. 90 - ~0.57 +0.40 *0.48
Y, +0.30 +0.34 - +0.66 -
Y, +0.62 +0.27 0435 +0.74 -
g +1.15 - -0.88 - +0.54
Yy +1.18 -~ -0.91 - +0. 51




13.4 THE 1956-70 PERICD

At the start of this period the whole of Scotland, with the
exception of Edinburgh, became & Development Area and the following
year a number of mining centres were designated as Special
Developaent .reas (8DAs), with enhanced incentives. With the
excevtlion of Edinburgh and the SDAs, nowhere was particularly
advaentaged or disadvantaged in respect of the financial assistance
avallable so taat government policy effectively became spatially
neutral . Consequently it can in general be ignored as a location

factor.

Advance factory building by centrsl and locel government and new
town developaent corporations wmore than doubled, to the benefit of
a wider rengce of locations. The attraction of female labour
supplies grew as electrical engineering and clothing plants began
to dominéfe tne structure of iancouing industry. Tone rising
uneaployzent, ftogether with the additional new factory space,

meant that more areas than previously were able to meet the labour
and factory requirements of incoming industry. As a result spatial
cost dilfferences declined, tnereby allowing non-economic factors

to exert a greater influence on the cnoice of site within Scotland.

The correlatiocas between the indepsndent variables in Table 13.7
show tnat the areas most competitive in teras of advance factory
space a«lso tended to be those with the most land developed in the
fora of industrizl estates (r = +0.60). The variables measuring
en area's imege are nypothnesised as tbelng perticulzrly relevant
in this period znd it is fortunzte that collinearity probvlenms,
although not absent, are mucnh reduced in comparison with earlier
periods. These areas with tae worst paysicel image in general had
the nighest levels of unemployment but the correlstion of +0.65
compares with +0.36 in the early 1960s. The corollary is that it

is more rezsonatl

©

to assume that imayge can now be icdentified as
a significant fector in its own right,

Once agzin tne Re velue is aigher feor all imunigrant employnent
than for engineering employment on its cwn. However tanis is the
only time durinz which maximum emvloyment gives rise to &z higher

k€ than employment at the end of the period (Equations 13.31 end



13.32). In scme ways this is to be expected. In previous periodc
tne maxiszaa number of jobs from a project usually occurred in
subsequent periods when conditions differed from those prevailing
at the time the developaent was initially undertaken. 1In contrast
in the latz 1960s there is no later period identified during wnica
such an employment build-up can occur, Since employunert at the
end of the period in 1970 excludes closures, unlike the maximum
employment figure, it is perhaps not surprising that tae latter
seens to provide a clearer picture of the development occurring

during the period itself.

The regression equation shows that four factors stand out as
relevant to the location decisions of immigrant industry. These
are the supply of female labour, physical image, the availability
of serviced sites/previcusly occupied premises and new advance
factories. Together they "explain" about 877 of the overall
spatial varistion in immigrant industry employment (Equation 13.31).
Tnis is the first period in wnich accessibility is not a relevant
factor, possibly because tne doainant industries such as
electrical engineering and clotning were least constrained by the
need for market access. The rate of uneamployaent is &lso
unimportant, possibly reflecting the cessation of the link with

AY
Assisted Area status.

finen the analysis 1s restricted to the significant vazriaoles thare

is only a marginal decline in the 22 value (Zguation 13.35). The

beta weignt fizures indicate thet the availability of femele labcur
exerted the stronzest influence on the locatioan decision, carrying
about 500 more welgnt thnan the availsoility of factory,
particularly new, Tloorspace. Tnis in turn has about one-third
more impact than an area's physical imaze (Table 13.8). The
renkings reasain unchanged in the case of employment at the end of
the period, slthouga physical image exerts a relatively stronger

influence.

The correlation between the industrizl estate and advance Factory
arinbles suggests tnzt the latter subsumes sowe of the influence
of the foraer rien the azslysis is confined fo tne signiricant
variables. It therefore appears that the advonce factory variable,
at least in part, acts as a surrorate for previously occunied

floorspace. It secems safer to conclude taat the availaovility of



premises as a .hnole was a significant factor, although new advance
factories were particulerly attracitive, Since the industrial
estates and advance factories were either developed by central or
local government and thelr agencies, they also represent success

for public policy initiatives.

Ingineering immigrants seem to have been more consciocus of an

area's image than immigrant establishments as a whole, and displayed
a stroanger preference for places with an attractive physical
environment. There are itwo pleces of evidence for this view.
Firstly, this was the only period when social image, as reflected

by the proportion of managerial and professional workers living in
an area, was a relevant, albelt minor, factor. Secondly, an area's
physical image raenked more hizhly amongst the significant variebles
than was the case with all immigrauts. Its beta weight score
exceeded that of fasctory space, although it was still below that

for female labour (Table 13.8).

The statistical results therefore support the hypothesis advanced
in Part II trhat non-economic location factors, such as psychic
costs or inco.e, only becaae significant during the course of the
1960s. Furtnermore it wes slso hypothesised that they were likely

to be of vaerticulsr concern to enzineering firms.

i
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TABLE 13.7  CORRELATIONS BET/ELN TES VARIABLES: 1966-1970
Y, Y, Yy Y, X, X, X3 X4 X5 X¢ Xy ZXg Xg Xyg
Y, 1.00
Y,  0.99 1.00
Y3 0.91 0.92 1.00
Y4 0.92 €.91 0.99 1.00
X, 0.66 0.59 0.59 0.59 1.00
Xp 0.39 0.30 0.24 0.23 0.89 1.C0
X3 0.30 0.31 0.37 0.38 0.21 -0.05 1.00
X, 0.02 0.01 0.05 0.06 0.16 0.08 0.84 1.00
X -0.35 -0.33 -0.32 -0,32 -0.37 -0.30 0.19 0.40 1.00
Xg 0.1C 0.0L -0.02 -0.G4 0.65 0.89 ~0.20 0.06 -0.17 1.00
X, =0.37 -0.36 -0.22 -0.23 -0.24 -0.19 -0.45 -0.32 0.06 -0.02 1.00
Xg 0.41 0.42 0.26 0.26 -0.11 -C.18 0.30 0.09 0.07 -0.21 -0.39 1.00
Xg 0.68 0.68 0.61 0.60 0.15 ~0.03 0.25 -0.05 -0.41 -0.15 -0.22 0.560 1.00
X1 ©0.20 0.24 0.17 C.18 -0.22 ~0.30 -0.10 ~0.42 -0.12 =0.37 -0.04‘0.50 0.47 1.00

NOoTES: (a)

(b)

A11 values are

For the key to

positive unless otherwise stated.

the variables see text (12.1 arnd 12.2).



QUATIONS - ALL VARIABLES WITH THE PREDLCTED SIGN

(13.31)

(13.32)

(13.33)

(13.34)

(a)

(b)

=1

355.91 + 1.29X; - 267.87Kg + 16.02Xg + 7.82Xg.
(0.18) (84.42) (8.29)  (2.40)

R = +0.93 R2 = +0.87

A ¥ ¥ *
464.29 + 1.03Xq - 265.71Xg + 12.85%g + 6.18Xg
(0.16) (77.54) (7.61) (2.21)

R = +0.92 R? = +0.84

¥ K ¥ F
98.69 & 0.88:{1 el 263-74}(6 1 3-07}(8 4+ 5-5?1{9
(0.15) (69.64) (4.28)  (1L.57)

R = +0.89 RS = +0.80

E R

84.46 + 0.77X] - 237.19Kg « 2.73%7 + 2.73%g + 4.09%
(0.14) (62.33) (4.20) (6.66) (1.77)

R = +0.39 RZ w +0.79

Figures in brackets sre the standard errors
of the regression coefficients.

* = gignificant at the 957 level
*# - gi.nificant at the 99% level



REGRESSTON EQUATIONS - ALL SIGNIFICAUT VARIABLES

(13.35)  Yq = 477.76 + 1.21X) = 261.21X5 + 10.67Xg "
(0.18) (90.22) (2.03)
R = +0.92 R2 = 0.85
(13.36)  Yp = 562.04 + 0.97X1 ~ 260.36X¢ + 8.46Xq
(0.17) (81.16) (1.83)
R = 40.90 RS = 30.81
(13.37) Y3 = 468.08 » 0.85K; - 257.35%5 + 5.36%g
(0.14) (68.18) (1.53)
R = +0.89 R® = +0.79

R ¥* % *
(13.38) Ygq = 433.35 + 0.74X1 - 230.38%g + 4.43X%g
(0.12) (58.92) (1.33)
R = +0.89 R = +0.79
NOTES: (2) Figures in brackets are the standard errors

of tone regression coefficients.

(b) * =« significant at the 997 level
** - gignificant at tne 99, level



TABLE 13.8 BETA WEIGHT VALULS - ALL SIGEIFICALT VARIABLES

Vemiabloe X4 X6 Xg
Yy +0.82 ~0.36 +0.50
Yy +0.81 -0.45 +0.49
') +0. 90 ~0.56 +0.39
' +0.91 ~0.58 | +0.38




13.5 TUATGRANT TUDUSTRY -~ RESIDUALS

The residuals derived from the regression equations indicate those
places which have attracted either more or less industry than
expected on the basis of the variables identified as being relevant
to the location decigsion. The equations used to produce the
residuals were those witin the highest R2 value for all the
variables with the predicted sign. Areas which regularly obtain
more industry tnan predicted appear to enjoy additional advantages,
whereas those with a persistent deficit can be assumed to be

particularly disadvantages.

The residuals are plotted on Maps 13.1 to 13.4 for those areas
with the largegt values, as determined by both their actual and
relative magnitudes. A completely arbitrary cut-off point was
chosen to isolate the more extreme gcores, winich are of most
interest. The criterion adopted was a residual in excess of both
I 200 jobs and z 10% of the predicted value. In this way areas
attracting few jobs but with a large percentage residuzsl and those
with a residusl largze in absolute, but swall in relative, terms,
were excluded,

] N

In the ¥West of Scotland, Lanarkshire stands out as & particularly
atiractive ares in ta=zt it obteined more Jjobs then expected in
every period, even taough this was only just the case in the latter
1960s. Glasgow's fortunes fluctuated over time. The city
atiracted fewer jobs tnaan expected on tne basis of its available
labour and factory space prior to 1951, but about the expected
volume of employment during the 1950s. Consequently there is no
consistent evidence at this time to show that a distinctive
Glasgow fezetor was operating to deter incoming firms. There is
however scme evidence for this in the 1960s, when vsychic ccst/

income factors became inportant. Prior to 1965 the cit
N

erniced an extrezely large shortfall of immigrant employmeat,

}_h
Ie)

exper
totalling 87C/1130 jobs or a deficit equal to about 580 of the
expected nunber of jobs. TFailure tvo isclate satisfactorily tne
image factor becausse of collinesarity protleus probatly accounts
for this large negative residual. In the following pericd Glasgow's
voluane of new indusiry, althougn snsll, was aboutl the expected

size. Tne prinmcipzl exzlaasntion for the city's lacx of =tiraction



at this time is its exceedingly poor image, as measured by the
particular veriable (overcrowding) used in the equation., Glasgos
experienced a far hign degree of overcrowding than any part of
Scotland. Consequently a poor paysical environment secms to have
exerted a nowverful deterrent to imcoming industry. ZIZefore this
factor is taken into consideration the city's expected volume of
new industry after 1965 was approximately 4,000 jobs, but the
inclusion of image considerations dramatically reduces this to
1,50C joobs. From the evidence available therefore it seens
reasonable to conclude that Glasgow's efforts to attract new

industry are severely handicapped by an unfortunate image.

Dunbartonshire held less attraction than expected for immigrant
firms aftef making ellowance for its location, supplieg of labour
and factory space and its physical image. The fact that it also
contained s new town specifically geared to attracting industry
only adds t¢ the complicetion in trying to explein this situation.
A possible reason is tne somewhat peculiar spatial arrangement of
the county. It 1s the only one to be physically split into two
separate areags, with most of the new factcry space concentrated in
the eéstern sector around Cumbernauld and most of the labour in
the western part around Clydebank and Dumbarton. By considering
‘the county as a single spatial unit this peculiar geographical

situation iz ignored.

Both Renfrewsaire and Ayrshire becamne less attractive in the latter
1960s and tais cannot be accounted for simply by any change in the
cost and aveilability of taeir factor inputs. In the former county
a possible explanation i1s the build-up in employment at the Rootes
Company car plant at Linwood, which is likely to have discouraged

additional new firms from moving into the area.

Elsewhere in centrel Scotland, Stirlingshire proved more attractive
than expected in both the 1950s and latter 1960s, but less
attractive in the intervening periods. ¥idlothian experienced a
very large aad persistent deficit of incoming: industry from 1960
and obtaincd litile new industry despite a reasonably good supply
of labour, sites and factories. Prior to 19656 the lack of Assisted
Lrea status was a nandicap, but it does not explain the continued
e

lacit of new industry. Tae wmost lixely cexzplanation cyoears to be



that the county was successful in attracting firms out of
Edinburgh and had less incentive than other areas to seek

immigrant industry from outwith Scotland.

West Lothian's success in attracting new indusiry can be largely
attributed 4o its plentiful supply of industrisl land and factories
develoved mostly by the local authorities and new town development
corporation. Edinburgh, as expected, attracted no new industry

in the 1960s. This reflected the lack of sites and factories, a
relatively tight female labour market and exclusion from Assisted
Arez stotus. PFife's appeal to incoming industry can mainly be
attributed to its supély of sites and premises and relatively
plentiful female labour reserves. These factors do not account
for the whole of its attraction, because in both pericds during
the 1960s the county had a positive residual. A4 possible
explanation is the extremely active local authorities (including

a new town development corporation) who paid particular attention

to the requirements of lmmigrant industry.

The appeal of the Borders seems to have been closely related to
its supply of labour end factories. In contrast, the South West
of Scotlend attracted fewer jobs than might reasonably have been

expected on the basis of its factor inputs during the 1960s.

The only time tnat Dundee and the Tayside counties experienced an
unexpected snortfall of new industry was in the 1950s, when
Dundee failed to attract a volume of industry commensurate with
its supply of labour and sites/factories. Tais can probtably be
attrivuted to the continued build-up in employment by two large
imnigrant firms, KCR and Timex, wno arrived in the previous

pericd,

In the North East, Aberdeen county obtained its expected share of
new jobs with the exception of the latter 1960s, when Aberdeen
city preoved more successiul than expected. In this latter
instance, however, tae number of jobs involved was fairly sizall.
In zeneral tais region was less coapetitive than much of the
central belt owing to its remote location end fewer sites and

new ractories,.



The Highlands display somewhat curious results, but in practice
they are readily explicable. There were large negatlive residuslis
in Argyll and Caithness/Sutherlend just after the war and again
in the latter county after 1960. The presence of high
unemployment rates in tnese areas nas tne effect of boosting the
predicted level of employment to unreascnably high lev.ls despite
the lack of sites, factories and a large pool of labvour. The
very large notional surplus of jobs in Ross-shire and
Inverness-snire after 1965 arises from the arrivael of the large

new pulp and paper mill near Fort william
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MAP 13.1 1945~51 RESIDUALS FOR TOTAL THMIGRANT EMPLOY.ELT (BEQUATION 13.2)
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MAP 13.2 1952-59 RESIDUALS FOR TOTAL TiiiIGRANT EIPLOYUENT (SQUATION 13.10)
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MAP 13,3 1960-65 RESIDUALS FPOR TOTAL TiIMIGRANT EVPLOYMENT (EQUATION 13.20C)
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MAP 13.4 1966-70 RESIDUALS FOR TOTAL I.MICRANT ENPLOYUENT (EQUATION 13.31)
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13.6 SULRIARY OF T.iF REGRESSIOH AXALYSIS RESULTS

The statistical analysis provides encoursging suppert for the
nypotheses advanced in the earlier sections. It is tnerefore
possible on tne basis of these results to identify the reasons for
"the changing distribtution of immigrant industry during the course

of the post-war period.

The availability of labour and factory space stand out as the only
variables which are significant in every periocd both fer all
immigrants and for the engineering sector. Their relative
importance does however vary from period to period. The peculiar
conditions of the immediate post-war era, when factory space was

at a premium, are apparent in thet this was the outstanding location
factor. Since this variable was also a surrogate for governnent
policy at this time, it is clear that central government activity
exerted a strong influence on the choice of location within
Scotland. The concentration of government factory building and
site development in the iest of 3cotlend and Dundee, together with
the large labour reserves in these areas, explaing their attracition

- for incomingz industry.

As the factory supply situation eased during the 1950s and regional
policy effectively went into abeyance, the impact of government
activity and of site and factory availability declined. Tney were
replaced by labour supply as the outstanding requirement for
incoming firms. The engineering industry proved an exception since
it continued to pleace priority on the need for factory space. The
West of Scotland with its abundant latour reserves =nd supply of
factories coztinued to offer the most attractive locations to

incoming estatlishments.

During the 19605 new immizrant industiry begaa to spread away frox
the West of Scotiand as other areas began 1o benefit from their
own or central government advance factory and industrial estate
developnent progremmes. In addition fewale 1abour, winlch was
decianded by tae growving nuanber of electrical engineering and
clotning immigrants, became more readily available tarougnout

Scotland at & time of rising unenployment.



Hon-financisl considerations sucn as an area's physical environment
and tae attendant image to wnican it gave rise also entered into
the location decision process. This became possible as spatial
cost diifferences within Ocotland were eroded and both labocur and
factory space becamae more eesily obtainable than previously
oulwith Clydeside. As a result the cost advantsges previously
enjoyed by the /est of Scotland declined and for many firms were
offset by the area's perceived higher psychic costs. This was
particularly true in the case of Glasgow. Consequently incoming
Tirms moved into new parts of Scotland and away from many of the
traditional manufaciuring centres which they had preferred in

earlier periods.
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The findirgs of this study have a relevance for those regional
industrial development policies which embrace the concept of
attracting amobile manulacturing investment. Competition for new
incoaing industry azs grown and is now particularly severe as a
result of twec trends. Tirstly, both national and international
econoitic difficulties in recent years, following the rapid
increase in o0il prices, have drastiically reduced tne supply of
mobile industry, since i1t is closely dependent on industrial
expansion. The decline in international growth rates has reduced
the pfessure tc expand output since over rather than under-
cepacity nhas become a major probleun in many countries and in

particular in tne UK.

Secondly, the demand for wobile industry nhas grown. One reason
for tais is the larger nuaber of districts sxperiencing severe

econonic difficulties. This has led tc a2 extension in

o3

the size
of the arees eligible for assistance} For instance, EZdinburgh is
now z Developmnent Area and no longer competing for incoming
industry at a disadvanta.e couvared witan tne rest of Scotland.

In the non-zesisted regiloas, IDC coatrol has been relexed in
responege to econonic provlems and this is likely to reduce further
tne potential supply of novile indastry to Assisted Arszz such es
Scotland., A furthner reccon for a growing dezend for new industry
iz the active development programnes undertaken since the

nid-1960s by botih local and central goverament in sn ever-widening



range of locations. These have resulted in serviced sites and
advance Yectories appearing in far more places tnan foruerly.
Competition to F£ill these aodditlonal sites and preanises nas

increased accordingly.

As a consequence of these trends the supply of mobile industry nas
diminished at a time when demand for it 1is greater than ever, and
g0 competition for mobile industry is now particularly acute. Any
area unable to offer comparable facilities to its rivals is
unlikely to attract new industry. ZFublicity alone is no substitute
for positive developument planning because in the absence of
sultable sites, premises and labour supply industry will find
little to attrect 1t to an area. Gleaming factories ratner than
glossy publications are one prerequisite of a successful programme

to attract new industry.

The asnalysis has snown the importance of available factory space

0

as an inducement to immigrant industry. However, the type of
floorspace is a relevant consideration, since old decrepit
preaises are likely to hold little appeal for most incoming firms.
After 211, by the late 1960s nearly two-thirds of immigrant
industry started production in new premnises and many of the remainder
would subsequently move into new buildings. Those authorities
able %o offer zodern Tactories or atiractive sites on which new
premises can elther initially or subsequently be built will enjoy
the strongest comvetitive position. The larger the choice of
floorspace, tane higher the probability that a fira's perticular
needs can ve net. Tnis pleces those areas with the biggest stock
of modera premises or the largest buillding programues at an

advantage.

The results of the study suggest that development agencies sinouldc
initielly give priority to reducing costs by means of factory
bullding and site development ratner than to general environmental
iuprovenent designed to upgrasde an area's physicel image. Psychic
costs become increzsingly relevant as spatial cost differences
decline so thut tney arc only lixkxely to operate in an area's
favour if %the cost and efficiency of its fector inputs zpproximate
b

to those of coumpeting aress. In the absence of zuittable sites
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and factories this is extremely improbable. Any such ares is
unlikely to be seriously congidered by mobile industry, even thougn

it might project a highly favourable image.

Edinburgh appears to illustrate this point in the 1560s, because
despite a seemingly attractive image it failed to attract a single
incoming plant. The reason was the unfavoursble cost structure
existing in the city. WNo government financial assistance was
available since Edinburgh was outwith the Development Area and
there was an acute shortage of modern premises and serviced sites.
All these cost reducing features were readily obtainable just
outside the city, thereby allowing the adjacent arezs to benefit
fron Edinburgh's favourable image in thneir efforts to alttract new

industry.

This is not to conclude that considerations of environment are
irrelevant. In fact the znalysis has shown the opposite. However,
they are only likely toc operate in an area's favour if other costs
are coumpetitive., In such circumstances an area is likely to
attract more industry then might rezsonably be expected. The
results also show that even those districts wita poor physical

and social environments can attract new industry provided taat
production costs can be reduced by the presence of suitable labour
and sites or factories. Tanis means that the efforts of central
and loczl governaent in developing industrial facilities in even
tane most desprived areas can be extrenely effective, The
attraction of industry in the late 1960s to many small and
relatively isclated mining communities in response to their
designation as Special Development Areas and to tne building of
government zdvance factories iilustrates this point very well. It
is therefore quite possible to enhance the attraction toc mobile
industry of the most difficult areas by an active indusirial

developuent progrsume.

Nevertheless, the study shows that such policies are not without
tneir ccuts beczuse those places witn an unfavourable iumaze are
likely to attract less industry than oitner areas witn ¢
facilities., This consideration appears to lie at the heart of
Glasgow's inability to attract tne volume of industry darin

1960g tnet migat ressonably have been expected on the basis of tae
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factor inputs available in the city. Ceriainly the relative
shortase of modern factory spzce was an additional hendicap, but

it alone cznnot explain the dearth of incoming industry.

The development of additional sites and factories in new locations
has several important implications at a time of a reduced inflow
of mobile industry. It raises the guestion of the best use of
resources because there is the possibility of an over-provigion of
new facteries and sites, with a surplus persisting for some time.
Normally an excess of premises is necessary during a recession to
sure that sufficient factory space is available for thne ensuing
upturn in the economy. The situation is however made particularly
difficult ai the present time. Tne supply of facltories now
appears to be very large by historicel standards, reflecting active
central and local government and new town building programmes,
whereas the demand for new premices is likely to recover more
slowly then previously if economic rescovery continues at a slower
speed than in tne past. 4An additional complication would arise
if the structure of mobile industry were to change. Incoming
industry in tﬁéml96cs was dominated by plaents in the elecirical
engineering aad clothing industries, waich were also those
displaying the strongest demand for ready built premises. If
these industries decline in relzative prominence amongst mobile
firms and are replaced by others sucn as the oil related sector
waleh mignt be less dependent on existing factory space then the
denand for available premises could fall. As a result tne presence
of an existing building could exert a less powerful influence on
the locatlon decisions of immigraent indusiry than formerly.
‘ne greater availability of modern prexnises and tneir presence in
wider range o¢f locations is likely to have further reduced
spatial cost differences. The consequeace of this, in the absence
of any increase in other proiuction or traasport ccst differences,
could be that psychic costs coatinue to exert aa increasing
influence on the location decigsion. An industrialist's oroduction
requirencais can now be met in a lsrger nunber of loczticas than
forsmerly. Tois widens nis cholce of potszntizl sites and allows
him to locate in the district ne finds most attractive on personzal
grounds. 1In such circumstances those places with the least
fa

avourable vaysical and soclal enviromments are likely to expericace



growing difficulties in attracting new industry. Previously they
could, ot least to some extent, offset these drawbacks by
developing serviced sites and advance factories which were notg
available in other more attractive areas. The wider distribution
of facteries n.s eroded, if not eliminated, any advantages they

formerly enjoyed in this respect.

This study has concentrated on tne changing distribution of
inceming industry in the post-war period up until 1970, It has
identified likely reasoas for these changes and some implications
have been drawn for industrial developuent policies., Since 1970
a number of important changes have affected mobile industry. New
incentives have been introduced, the Assisted Area has been
extended, the structure of immigrant industry has once again
changed with the influx of the o0il related sector into Scotland,
and perhaps most important of all both the UK and the West have
experienced a chenged and more nostile economic climate. One
effect has been to reduce greatly the volume of mobile industry
woving to the Assisted Areas and policy is shifting towards a
greater reliance on established industry for future employment
growth. Levertheless incoming industry is likely to remain of

interest and importance to policymaxers.
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